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> HARDWARE” 





Industry Study: AIRCRAFT & “FLYING 





Mud pies and oil wells have one thing in 
common—mud. 

If Suzy tries to bake her pie, it either gets hard 
or crumbles. The same thing can happen to drill- 
ing muds which are used to lubricate bits and to 
carry away rock cuttings. 

The deeper you drill, the hotter it gets, the 
greater the pressure. Three to four miles down 
into the earth, temperatures often exceed 400°— 
twice that of boiling water. In such heat, drilling 
muds used to break down, solidify. Drilling 
stopped—wells had to be abandoned. 


Mobil scientists worked years on the problem 
—part of the company’s $1.5 million-a-month 
research program. Now the answer—a mud that 
stays muddy at higher temperatures and greater 
pressures than ever before. 


This Mobil Recipe for Mud made it possible 
to complete the world’s deepest well—four and a 
quarter miles, enabling America’s oil men to 
tap heretofore inaccessible petroleum. 

Another example of Mobil’s master touch in 
oil, it helps guarantee you a continuing flow of 
the thousands of petroleum products vital to 
modern living. 


For more information about drilling muds, 
write to Room 2400, Socony Mobil Oil Com- 
pany, 150 E. 42nd St., New York 17, N. Y. 





SOCONY MOBIL OIL CO., INC., 
Leader in lubrication for 91 years 




















WHAT’S HAPPENING AT GOODYEAR—NO. 7 OF A SERIES 





UNIVER, 
OF MiceicaAN 


AUG 2% 1 


BUSINESS an 
{ : 


—_—~ 


NEST RATION 





Big Top...or Back Yard 


Goodyear Plays a Part in America’s Recreation 














Pliofiex, Pliovic, Vitafilm—T.M.’s The Goodyear Tire & Rubber Company, Akron, Ohio 
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Wherever fun-loving Americans look, they see equip- 
ment containing Goodyear materials. Tarpaulins to 
weather-proof major league baseball diamonds and 
other playing fields across the country are made of 
Pliovic vinyl-coated nylon. And so are the flame-resis- 
tant tops of carnival, circus and outdoor-theater tents. 


Recreation rooms in homes become more attractive 
and serviceable, thanks to Goodyear’s durable, easy- 
cleaning Vinyl Flooring and Goodyear Rubber Floor- 
ing. Outdoors, youngsters grow tan and healthy, 
splashing about in inflatable swimming pools for 
which Goodyear provides long-lasting Vinylfilm. They 
are kept safe—and out of mischief—with delightful 
toys created from such products as Plioflex Rubber. 
Picnic supplies, children’s playthings and numerous 
other recreation goods are protected, from factory to 
consumer, in Pliofilm and Vitafilm, Goodyear’s trans- 
parent packaging material. 


At home, at work and at play, people find Goodyear 
materials . . . chemicals, films-and flooring . . . in- 
creasingly useful and desirable. The same is true of 
the company’s many other products: tires . . . indus- 
trial rubber goods . . . aviation and aircraft products 
. .. foam products . . . shoe products . . . metal prod- 
ucts ... and dozens more for markets without number. 


TODAY ...AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
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Steelaire Home. The entire structural frame of this house is made from tough, cold-formed steel, so it is unaffected by rot, 
fungus, and termites. Even more important is the fact that the steel frame resists warping and sagging. It’s one of a line of 
Steelaire homes and is made by the U. S. Steel Homes Division of United States Steel. 














World’s Biggest Crowd. On power shovels, a “crowd” is the arm which moves 
the dipper and dipper-stick forward and back. It coordinates closely with the lift 
motion of the dipper, and is a key part in the operation of the shovel which must 
withstand extremes of stress at any temperature. This is a picture of the biggest 
crowd ever built, now installed on the biggest power shovel in the world. It’s made 
from USS “T-1” Steel, the remarkable new constructional alloy steel developed 
by United States Steel. An exceptionally strong and tough steel, it is noted for its 
welding characteristics. “‘USS”’ and “‘T-1’’ are registered trademarks. 


A a tapas er NMR 


Slap That Bermudavarius! The Talbot Brothers of Bermuda, famous for their 
colorful calypso music, recently retired their homemade packing-case “‘bass viol,” 
and proudly premiered in its place the world’s first Stainless Steel bass viol (or 
dog house or Bermudavarius, as it’s customarily referred to). An exact replica in 
USS Stainless Steel of their original homemade design, it was built for them under 
U. S. Steel’s supervision by a well-known manufacturer of Stainless Steel sinks 
who commented that the fabricating job wasn’t difficult—but certainly was different. 


UNITED STATES STEEL 


AMERICAN BRIDGE . . . AMERICAN STEEL & WIRE and CYCLONE FENCE ... . COLUMBIA-GENEVA STEEL 
CONSOLIDATED WESTERN STEEL... GERRARD STEEL STRAPPING... NATIONAL TUBE... OIL WELL SUPPLY 
TENNESSEE COAL & IRON .. UNITED STATES STEEL HOMES ..UNITED STATES STEEL PRODUCTS 
UNITED STATES STEEL SUPPLY . . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY « UNITED STATES STEEL EXPORT COMPANY © UNIVERSAL ATLAS CEMENT COMPANY 


Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time). 
7-2213 
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Cover Picture ... A Pan American Clipper 
over the United Nations building in New 
York. Pan American’s jet liners are less 
than a year and a half away. At a cost of 
$269,000,000 the company will receive 20 
Boeing jets between Dec. ’58 and Nov. ’59, 
and 25 Douglas jets between Dec. ’59 and 
Jan. ’61. They will carry 104 and 108 
passengers respectively (standard configura- 
tion) and will cruise 575 miles an hour at 
30,000 ft. Both planes will use axial-flow 
jet engines designed and built by United 
Aircraft Corporation’s Pratt & Whitney Air- 
craft division. Total jet transports now on 
order by American international and foreign- 
flag airlines will cost $14 bi lion. How far 
this business spreads is indicated by a re- 
cent check at Boeing’s Seattle Division 
showing 5,212 suppliers and sub-contractors 
of which 3,845 employed less than 500 
each. For latest aviation developments as 
foreseen by United Aircraft see page 764 
of this issue. 


Photo from Pan American World Airways 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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American Appraisals 
give the executor 
the value of the estate 


Trust officers and executors depend 
on American Appraisal Company’s 
over half-century of experience to 
provide the fair market values of 
physical property or closely held 
stock equities for estate or gift pur- 
poses and for distribution of assets, 


The 
AMERICAN 
APPRAISAL 


Company 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. - 














in DELAW ARE 


it's \ 3 


EQUITABLE SECURITY 


Equitable Security Trust Company is first 
in Delaware—first, historically, with its 
record of more than 70 years’ service in 
estate settlement and trust administration; 
first in modern, specialized trust depart- 
ment facilities. For these reasons, you and 
your 





customers are assured efficient, 
economical, complete service. 


EQUITABLE SECURITY TRUST COMPANY 


Main Office: 901 Market Street 
Wilmington, Delaware 
Wilmington ¢ Newark 
Odessa ¢ Smyrna © Dover 

Delaware's: 
first commercial bank 1795 
first tryst company 1885 


Member: FDIC ¢ Federal Reserve System 
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PRESIDENT EISENHOWER'S TRUST FUND was a 
subject of comment at his July 3lst press 
conference and brought to nation-wide at- 
tention the endorsement of the irrevocable 
trust as a means of relieving a busy ex- 
ecutive of personal financial duties and 
responsibilities. Primarily, the President 
placed his property "except for a little 
cash in the banks" in trust "so that no 
judgment of mine (as President) can ever 
be influenced by any fancied advantage I 
could get out of my relatively modest 
holdings"..........1nese remarks followed 
his statement that he would like Congress 
to review the conflict of interest law and 
indicate a means by which such can be 
avoided when men of means are sought for 
appointive government jobs. Such Dollar- 
A-Year Trusts were suggested in Trusts 
& Estates in March '53 and August '55. 


OTHER PROMINENT OR UNUSUAL USE OF TRUST 
SERVICES made news during the month: The 
August 6th, 1957 issue of Look magazine, 
telling the story of former Ambassador 
Joseph Kennedy's sons — John F. of Senate 
fame and vice presidential nomination 
prospects, and Robert F., who has distin- 
guished himself as chief counsel to the 
Senate labor-welfare funds committee — 
remarks that "the trust funds he set up 
for his brood have freed them for lives 
of public service"........Papers carried 
the obituary notice of the New York office 
which Chicago & Northwestern Railway has 
maintained for nearly a century in the 
Trinity Building near Wall Street. Most 
directors now are mid-westerners and the 
stock transfer and bond registrar work 
which had been done by the company has 
been turned over to Irving Trust Co....... 
The International Trust Company of Li- 
beria has one of the most unusual of fidu- 
ciary assets and duties. It is trustee 
for the world's fourth largest shipping 
registration, that under the Liberian 
flag, and was chartered to aid that gov- 
ernment in administering the maritime 
laws, registration fees and tonnage taxes. 
American shipbuilding has been handicapped 
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DIVIDING ITS SESSIONS ON BOTH SIDES OF 
THE ATLANTIC, the American Bar Association 
last month held its 80th annual meeting in 
New York and London. Proceedings of the 
Probate and Trust Law Divisions will be 
published in the September issue. 





by high taxes and operating costs, but the 
Maritime Commissioner's office reports 
that vessels registered under the trust 
company as sole agent for Liberian flag 
can operate economically in world compe- 
tition. 


"FLYING HARDWARE" IS HOMEY TITLE for 
aircraft components used by chairman 
Horner of United Aircraft in describing to 
Trusts & Estates’ third Trust Investment 
Seminar the shifts in emphasis and the 
enlarging opportunities for planes and 
missiles, both to defend our vast perime- 
ters and to carry payloads profitably. 
Report of the interview is at p. 764. 


CHANGES IN ESTATE AND GIFT TAXES ARE 
PROPOSED in the Technical Changes Act of 
1957 introduced last month in the House. 
Belying the limited scope of the title, 
the bill would make many substantive 
changes, both of a loophole-plugging 
nature and to alleviate hardships arising 
under the 1954 Code....The most signifi- 
cant revision in the estate tax realm 
would include insurance proceeds in the 
estate where the policy was purchased, or 
the insured possessed incidents of owner- 
Ship, after June 26, 1957 and within five 
years before his death, and he paid premi- 
ums within that period. The amount includ- 
ible would be the proportion that premiums 
paid directly or indirectly by decedent 
during the period bore to total premiums. 





A PARTICIPATING TRUST IN A COMMON TRUST 
FUND realizes gain (or loss) for Federal 
income tax purposes, according to recently 
issued Revenue Ruling 57-335, upon re- 
demption of participating units or the 
inter-trust transfer of units representing 
the participant's interest in the fund. 
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Such redemption or transfer represents 

the withdrawal of a participating interest 
by the participant within the meaning of 
Section 584 (e) of the Code, the Internal 
Revenue Service holds...The situations de- 
scribed in the ruling are: (1) Revocation 
of a living trust entirely invested ina 
common trust fund and the creation of 
another trust by the same grantor who di- 
rects the trustee to transfer the first 
trust's units to the second trust; (2) 
Termination of a testamentary trust in- 
vested in a common fund upon the benefi- 
ciary'S attaining age and the creation of 
a living trust by that beneficiary who 
directs the trustee to transfer the units 
to the new trust. 


WHEN THE CURTAIN GOES UP for the Broad- 
way play based on the vivacious novel 
“Auntie Mame" by "Patrick Dennis," a 
screen unreels the dispositive clauses of 
the will by which a trust officer is faced 
with a few more of the characters that 
make his life so interesting. The variety 
of wills is potentially as great as that 
of their testators — but is more generally 
grooved into conventional pattern and pat- 
ter — for protection of the heirs if not 
of the testator's memory.....That some 
escape this mediocrity was evident from 
feature write-ups in a single newspaper 
edition which reported ons: 


1. A "nice old lady" who left a million 
dollar fortune to two bellhops in her 
residential hotel and a patrolman in 
front. 

2. Bobby, a mongrel pup who became the 
richest dog for many boneyards around with 
a practical nurse and air-conditioned bed- 
room. What's left of the $50,000 estate of 


his mistress will go to her relatives- 
after. 





5. Fraud and undue influence being 
charged against one of six children of a 
Long Island sanitation department worker 
who left her half his $200,000 estate. 


4. The same size estate left by the man 
who taught Al Capone his gangster manners 
while a top man in Chicago's underworld. 

Moral? Anyone can make a will, some can 
make a valid will and some valid wills 
€ven do what they should, provided (as 
more newS=journals are advising profes- 
Sional know-how and know-why is added to 
lav intention... 

‘oral #23: Money may not be particular as 
to whom it belongs to, but it can be 


awiully fickle about whom it takes care 
of 
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GENERAL MOTORS ACCEPTANCE WAS THE ONLY 
CORPORATION whose bonds were held by more 
than half of the 228 Common Trust Funds 
whose portfolios as of the last quarter of 
1956 were studied by "Trusts and Estates." 
GMA bonds were held by 119 of the Funds — 
all Regulation F Section 17 (c) funds then 
in operation except cemetery and veterans 
funds and those newly started within the 
year. Runner-up corporation was American 
Telephone & Telegraph held by 105 funds. 
For complete list of bond holdings see 
p. 759. 


PROPOSED FEDERAL LEGISLATION ON PENSION 
and welfare plans has met with divergent 
reaction by two of the country's most im- 
portant associations. The American Insti- 
tute of Certified Public Accountants 
late last month wired Congressional 
leaders its endorsement of proposals to 
require professional, independent audits 
of employee benefit and welfare funds as 
being in the public interest. Testifying 
on July 17 before the House Committee on 
Education and Labor, Esmond B. Gardner, 
speaking for the A.B.A. Committee on Em- 
ployees Trusts as did chairman John L. 
Gibbons earlier (p. 706 July), reiterated 
the recommendation that pension, profit 
Sharing and other plans qualified for in- 
come tax exemption be excluded from the 
provisions of any new laws, as "no such 
abuses have been found to exist in tax- 
approved plans" .. . . Parenthetically, 
California and Connecticut recently joined 
New York and Washington in adopting regu- 
latory legislation on welfare and pension 
funds. 


TRUST BUSINESS DEVELOPMENT IS SUFFERING 
»--e-because personnel is scarce to relieve 
those qualified for estate or trust analy- 
Sis of operating details or administra- 








TRS SATURDAY SVETHNG POST 


“And so ends the discussion of nuclear physics.” 


Reprinted by Special Permission of The Saturday Evening 
Post. Copyright 1957 by The Curtis Publishing Co. 
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tion. This is often the fault of trust 
officers in not demanding adequate as- 
sistance in order to properly serve pros- 
pects who are usually the best customers 
of the bank. There are many retiring from 
trust work at 65 or sooner who could do 
an excellent job of handling the estate 
plan data files that are accumulating dust 
and perhaps ill-will on the corners of 
many desks......There is another basic 
reason for this log-jam: when fees are not 
producing enough net to make the bank 
anxious to devote talents in this direc- 
tion — and pay enough to attract proper 
manpower — one asks why bother with more 
business when there is too much admin- 
istrative work to get through now. 


SOCIAL SECURITY "IN THE RED" NOW. We 
will see more of those headlines unless 
Congress stops extending OASI as it has 
done to cause the first deficit of tax 
receipts over payouts in '57-8-9. But 
don't worry, they'll meet their obliga- 
tions by raising the tax again. It goes 
up automatically in 1960, on the present 
five-year increase plan, but with ten mil- 
lion now getting benefits (calculated by 
Commerce Clearing House at over $7 billion 
this year), those of us still on the pay- 
rolls can expect a raise in rate or amount 
subject to tax. 


HOT WEATHER NOTES 

AIR ROUTES OVER NORTH POLE have been 
approved for TWA and PanAm airlines but 
flights — all from West Coast — will not 
start for some weeks. Meantime heat vic- 
tims have the established Scandinavian 
Airlines transpolar service.........With 
the cut-down of overtime in some aircraft 
factories, a California music-shop pro- 
prietor gives us a candid shot of con- 
temporary deprivations: there are as many 


customers, but they don't spend as much 
for radios or high=-price goods; however, 
trade in $10 Bongo drums is booming....... 
To make executive. pay "Scientific" an 
avant-garde wage administrator has dis- 
sected some vice presidents as having a 
profile of 33% know-how (not 35 or 

33 1/3rd, mind you), 29% problem solving 
and 38% accountability. No margin for 
error, humanity, counselling but "it's a 
real barn-burner" says its modest origina- 
tor......eWhat are Congressmen thinking of 
these humid days on the Potomac? A sub- 
committee voted a cut in Cabaret tax from 
20 to 10%, as the loss would be recaptured 
from higher income taxes derived from more 
business in the eateries and niteries! An- 
other proposal would kill the 10% tax on 
aromatic cachous. Now for a tax on aro- 
matic tax proposals.......The New Squint 
in atuomobiles this year brought tail fins 
so high you can't see where your parking —- 
if you had the room — roof and clearance 
both so low only a contortionist can get 
in gracefully and a beer can on the road 
gets caught in the axle, colors that only 
a mother chameleon could love, and overall 
lengths that make the old garage look like 
a saddle instead of a shelter. And Prices. 
So while the backlogs pile up for Folk- 
wagons and other small imports,American 
auto dealers are taking pedigreed animals 
from cats to cattle or a mortgage on the 
home as trade-in to sell their souped-up 
gas-eaters.Cheer up; come Christmas time 
people won't need to buy a tree, they can 
back the buggy in the parlor and turn on 
the tail-lights......And then there's the 
Story of the man who found the tranquil- 
lizer pills so effective he bought stock 
in the company. Now he can't sleep for 
worrying about the market........Happy 
Heatwaves. 











“Auto-ramic banking,” ‘as practiced by Texas Bank & Trust Co., 
Dallas, includes a second floor Trust Department which is literally 


only a few steps from the customer’s car. The location also serves 
as a show window for other second floor motorists — visitors to 
the executive and correspondent bank offices, groups using the 
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bank’s Community Room, general customers and shoppers. At- 
tendants park cars while customers complete their business. Ad- 
jacent to the trust office is the lawyers’ conference room. Since 
the opening of the $2,500,000 building last April, business has 
increased in the Trust Department as well as elsewhere. 
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could your client’s business keep going? 


A AN ATTORNEY, you're busy enough 
with legal matters. Yet at times a client 
asks, ‘How can I keep my business going 
after I’m gone... who can I turn to for 
help?” Answering this question positively — 
with full assurance that you’re correct—can 
be easy. 

In such instances, many attorneys recom- 
mend our Trust Department. The First’s 


unique Divisional setup offers our Trust 


Officers highly specialized information vital 
to every type business and industry. What- 
ever your client’s field, we have a man who 
“speaks his language.” 

When helping your client plan to meet 
the problems of protecting his business and 
beneficiaries, remember our capable Trust 


Officers can be of real service. 


The Trust Department 


First National Bank of Chicago 


Dearborn, Monroe & Clark Streets « Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 












Trachtman Heads Bar Section 


Joseph Tracht- 
man of New York 
was elevated to 
chairman of the 
Section of Real 
Property, Probate 
and Trust Law of 
the American Bar 
Association at the 
annual meeting in 
New York on July 12. He succeeds 
Dean Edward C. King of the University 
of Colorado Law School. 


The new vice chairman is J. Stanley 
Mullin of Los Angeles, formerly Direc- 
tor of the Probate Division. William R. 
Dillon of Chicago continues as secretary, 
and P. Philip Lacovara of New York 
was named assistant secretary. Divi- 
sional directors chosen are: 





JOsEPH TRACHTMAN 


Real Property: Paul E. Basye, Bur- 
lingame, Cal. 

Probate: Joseph Pennington Straus, 
Philadelphia 

Trust: Carl F. Schipper, Jr., Boston 

William A. Lane of Miami, Florida, 
was redesignated Section Delegate to 
the House of Delegates. 

New Council members are Miss Laura 
Andreas of St. Louis, Professor Allison 
Dunham of University of Chicago Law 
School, and Harrison F. Durand of New 
York. 

The Proceedings of the Probate and 
Trust Law Divisions will be published in 
the September issue. 


& 4&4 @€ 


Mid-Continent Trust 
Conference Committees Named 
Committee Chairmen for the 26th 
Mid-Continent Trust Conference of the 
Trust Division, American Bankers As- 
sociation, to be held in the Jung Hotel, 
New Orleans, November 21-22, (all New 


Orleans except where shown) are: 


General: Francis C. Doyle, National 
Bank of Commerce. 


Program: Lester E. Junge, Whitney 
National Bank. 


Hotel & Facilities: John E. Morgan, 


National Bank of Commerce. 


Finance: Jacques A. Livaudais, Pro- 
gressive Bank & Trust Co., New Orleans. 


Registration and Information: Wil- 
liam H. Solis, Hibernia National Bank. 


Publicity: J. L. Jordan, Jr., First Na- 
tional Bank, Shreveport. 


Entertainment: Byron Plauche, Gulf 
National Bank, Lake Charles. 
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ABA Trust Division Meets in 
Atlantic City Sept. 23 
“Common Stocks — The Big Chal- 


lenge” will be the subject of an address 
by Benjamin Strong, president, United 
States Trust Co., New York, before the 
Trust Division meeting at the 83rd 
Annual Convention of the American 
Bankers Association Monday afternoon, 
September 23. The Division will receive 
greetings from George F. Roberts, chair- 
man of the trust committee of the New 
Jersey Bankers Association and vice 
president and trust officer of Guarantee 
Bank & Trust Co., Atlantic City, and will 
hear from the Division’s president, 
Thoburn Mills, who is vice president 
and trust officer of National City Bank, 
Cleveland. 


Other speakers at the Convention, 
which will meet in Atlantic City, N. J. 
September 22-25, will include Roger M. 
Blough, chairman of the board of United 
States Steel, and Frank Pace, Jr., presi- 
dent, General Dynamics Corporation, 
both of whom will address general busi- 
ness sessions. The several Division meet- 
ings will hear also Virginia’s U. S. Sena- 
tor A. Willis Robertson; Dr. Clarence E. 
Manion of Doran & Manion, South 
Bend, and former dean of the College 
of Law at the University of Notre Dame; 


and Comptroller of the Currency, Ray 
M. Gidney. 


Reporting to the Trust Division Ex- 
ecutive Committee for the first time will 
be the new Committee on Statistics, 
whose chairman is Robert A. Jones, vice 
president of Guaranty Trust Co. of New 
York. The other committees whose chair- 
men are scheduled to report are: 


Common Trust Funds: Charles F. 
Zukoski, Jr., executive vice president 
and trust officer, First National Bank, 
Birmingham, Ala. 


Corporate Trust Activities: James T. 
Harrigan, vice president, The Hanover 
Bank, New York 


Costs and Charges: W. F. Worthing- 
ton, vice president and senior trust of- 
ficer, First National Bank, Dallas 


Employees Trusts: John L. Gibbons, 
executive vice president, Chemical Corn 
Exchange Bank, New York 


Fiduciary Legislation: LeRoy B. Stav- 
er, trust officer, United States National 
Bank, Portland, Ore. 


Handling Businesses in Trust: Arthur 
B. Pfleiderer, vice president, Detroit 
Trust Co., Detroit 


Operations for Trust Departments: 
Joseph T. Keckeisen, vice president and 
secretary, First National Bank of Chi- 
cago. 


Relations with the Bar: Don H. Mc- 


Lucas, vice president, Northern Trust 
Co., Chicago 

Relations with Life Underwriters: 
John M. Zuber, vice president and trust 
officer, Republic National Bank of Dallas 

Relations with the Public: Edward W. 
Nippert, vice president and trust officer, 
Fifth Third Union Trust Co., Cincin- 
nati 

Relations with Supervisory Authori- 
ties: William P. Wiseman, vice president 
and trust officer, Chicago Title & Trust 
Co. ; 

Taxation: A. G. Quaremba, vice presi- 
dent, City Bank Farmers Trust Co., New 
York 

Trust Investment: E. T. Bartlett, vice 
president, Cleveland Trust Co. 

Trust Personnel: Augustin H. Parker, 
Jr., president, Old Colony Trust Co., Bos- 
ton 

Trust Policies: James _M. Trenary, 
executive vice president, United States 
Trust Co., New York 
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Anderson Takes Treasury Post 

Robert B. An- 
derson became 
Secretary of the 
Treasury on July 
29, 
George M. Hun- 
phrey who had 
held the post 41% 
years. Mr. Ander- 
son, 47-year-old 
native of Texas, has had a_ distin- 
guished career in law and government 





RosT. B. ANDERSON 


succeeding | 


service. Admitted to the Texas Bar in | 


1932, he has been successively (and in 
some instances concurrently) a member 
of the State Legislature, Assistant Attor- 
ney General of Texas, Adjunct Profes- 
sor of Law at University of Texas, State 
Racing Commissioner, Chairman and 
Executive Director of the Texas Unem- 
ployment Commission, general attorney 
and manager for the W. T. Waggoner 
Estate, Chairman of State Board of Edu- 
cation, Secretary of the Navy, Deputy 
Secretary of Defense, and president of 
Ventures Limited, from which he re- 


cently resigned. He has also been @ | 


director of Canadian Bank of Commerce, 
Crown Trust Co. (Canada), Greenwich 
(Conn.) Trust Co. and The Hanover 
Bank of New York. 
A A A 

@ A gratifying number of commercial 
officers, and particularly bank presidents, 
attended the Trust Division’s spring 
meetings, Chairman Herbert A. Jones re- 
ported to the 800 bankers and guests at- 
tending the convention of the New York 
State Bankers Association in June. Mr. 
Jones had just completed a tour of the 
State covering these regional meet:”gs. 
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)- FIDUCIARY OR CONSULTANT? 


Opportunities and Cautions in Appointment 


GILBERT T. STEPHENSON 


Former Director of Trust Research Department, Graduate School of Banking. 


American Bankers Association 


ANY A PROPERTY OWNER WANTS HIS 

bank and some individual each to 
have a hand in settling his estate or 
administering his trusts. The individual 
he wants may be his wife, his son, his 
business associate, his investment coun- 
selor or some close friend. 


He may want the bank because of 
its experience, specialization and finan- 
cial responsibility. He may want the 
individual for any one or a number of 
reasons. He may want his wife because 
of the help she may be in dealing with 
other beneficiaries, frequently her own 
children, or because she herself wants 
to have a part and, he thinks, she may 
be aggrieved if she does not. He may 
want his son, in order that the bank may 
help teach him business and financial 
policies and practices and that he may 
help the bank in handling the real prop- 
erty or the business. 


He may want his business associate 
because of the help he may be in selling, 
liquidating, reorganizing or carrying on 
the business. He may want his invest- 
ment counselor, to retain and carry 
over into his estate and trusts the benefit 
of his judgment and assistance in regard 
to investments. He may want his close 
friend partly as a compliment to him or 
as an indirect legacy in the form of 
compensation for serving. It may be a 
combination of the considerations that 
makes him want to associate his bank 
and individuals in settling his estate or 
administering his trusts. 


Which is the Better Way? 


His adviser in planning his estate 
Pp = 


probably will tell him that he may ac- 
complish his desires in either of two 
weys. He can name his bank and any 
one or more individuals as co-executors 
an’ co-trustees. Or he can name his 
benk sole executor and sole trustee and 
hame one or more individuals as con- 
suiiants to his bank. His next question 
wi! be: Which, in your judgment, is the 


better way to accomplish my purpose? 
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Assume that the property owner has 
made up his mind to associate his bank 
and one or more individuals in settling 
his estate and administering his trusts. 
Then the point is: Which shall it be, Co- 
fiduciary or Consultant? What are the 
advantages and disadvantages of each? 
In either case there will be association 
between the two. Let us assume further 
that the comparative cost is not a con- 
sideration. In fact, the growing practice 
of banks is to make the same charge or 
to request the same allowance for serv- 
ing as sole fiduciary. Let us assume fur- 
ther that the property owner has full 
and equal confidence in the integrity and 
loyalty of the bank and of the indi- 
vidual, that there would be no question 
of his naming the two in order that the 
one might watch the other. Exclude ex- 
traneous matters so that the issue be- 
tween co-fiduciary and consultant can be 
discussed absolutely on its merits. 


Advantages of the Co-Fiduciary 


What, first, are the advantages and 
disadvantages of naming an individual 
co-fiduciary over naming him as con- 
sultant? If a co-fiduciary it is likely to 
mean greater responsibility for the in- 
dividual and closer association between 


the bank and the individual. 


1. Responsibility. Undoubtedly the 
legal responsibility of a co-fiduciary is 
greater and more clear-cut and enforce- 
able than that of a consultant. It is much 
easier to determine and fix the responsi- 
bility and if need be the liability of a 
co-fiduciary. 


2. Association. Normally the associa- 
tion between co-fiduciaries is closer and 
more nearly continuous than that be- 
tween sole fiduciary and consultant. In 
settling estates and administering trusts 
co-fiduciaries must move together, step 
by step, from beginning to end. Consult- 
ants, on the contrary, usually are con- 
sulted on certain specified matters. In 
naming a consultant a property owner 
usually specifies the matters about which 
he shall be consulted, such as: invest- 





— 7 , 
ments, business interests, schooling of 
children, advancing principal. The bank, 
naturally, would consult and advise with 
him about these specified matters but 
much less frequently, if at all, about 
other matters. The personal relations be- 
tween trust officer and consultant may 
be such that the two would advise with 
each other even though the individual 
had not been named consultant, but, 
naming one as consultant does per se 
make for closer association. 


Disadvantages of Co-relation 


The same two things that I have listed 
as advantages may, in fact, work out 
as deterrents to naming an individual 
co-fiduciary. 


1. Responsibility: In many cases one 
of the disadvantages of this relationship 
is that both the bank and individual are 
responsible not only for its or his own 
acts or omissions but also each may be 
responsible for acts or omissions of the 
other. While it is true that one co- 
fiduciary is not liable for breaches of 
duty committed by the other, it is no 
less true that one co-fiduciary will be 
liable for his own breach of duty if he 
stands by and knowingly or negligently 
lets the other commit one and does 
nothing about it. Professor Scott lists 
these five situations in which one co- 
trustee is liable for breaches of trust 
committed by the other co-trustee: 


(1) Where he participates in the 
breach of trust; 


(2) Where he improperly delegates 


the administration of the trust to his 
co-trustee; 


(3) Where by his failure to exercise 
reasonable care he enables his co- 
trustee to commit the breach of trust; 


(4) Where he approves or acqui- 
esces in or conceals the breach of 
trust; and 


(5) Where he neglects to take 
proper steps to compel his co-trustee 
to redress the breach of trust.1 


When for example, a husband names 


1 Scott on Trusts, 2d ed., Sec. 224, pp 1635ff. 
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his wife co-trustee with his bank, she 
cannot delegate to the bank the adminis- 
tration of the trust and herself remain 
on the sideline; she must exercise rea- 
sonable care to keep the bank from do- 
ing or not doing what might be a breach 
of its duty; she dare not acquiesce in 


nor conceal a breach of duty by the 
bank. 


A similar line of responsibility ap- 
plies to a co-executor. The fact that there 
have been so few cases in which one 
co-fiduciary has had to make good 
losses caused by breaches of duty com- 
mitted by the other is a tribute to the 
fidelity of banks and individuals alike, 
but in nowise detracts from the serious- 
ness of the step a property owner takes 
when he names his bank and an indi- 
vidual co-fiduciaries. 


2. Continuity: To be sure, naming 
bank and an individual as co- 
fiduciaries assures or should assure con- 
tinuous and unbroken association be- 
tween them in the administration of the 
estate or trust. But a possible and in 
many cases actual disadvantage is that 
it may lead to association which is need- 
lessly continuous. The bank, realizing 
the jointness of responsibility of co- 
fiduciaries perhaps more than does the 
individual, if a layman, may insist, and 
rightly so, upon the individual’s being 
a participant on every step and in every 
decision except pure detail or ministerial 
matters. In a measure the bank and the 
individual are tethered to each other 
throughout the entire period. In this 
respect co-trusteeship is a great deal 
more fettering than is co-executorship, 
for the latter is rarely more than a year 
or so long. For example the widow of a 
businessman in the East went to the 
Pacific Coast for a long visit. Several 
matters arose which required the joint 
action of the bank and her as co-execu- 
tors, occasioning inconvenience to both. 


one’s 


Advantages of Consultant 


In naming a consultant, the property 
owner can specify the matters about 
which he wants his bank as sole fiduci- 
ary to consult and advise with the con- 
sultant, or even with different consult- 
tants. For example, he can specify that 
his bank shall consult with his wife 
about the support and schooling of their 
children, about applying or advancing 
principal to or for them, about other 
matters related to the personal side of 
the family. He can specify that his bank 
shall consult with his son or his part- 
ner about the business; with investment 
counsel about investments; perhaps with 
his friend about other specified matters 
where his judgment might be helpful. 
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The individual is thus relieved of duties 
as to all other matters and in all other 
respects and the bank is left free to settle 
the estate or administer the trust as the 
law requires and its judgment dictates. 


Another advantage of the consultant 
role is that the responsibility of the 
bank can be left intact and undiminished 
and the individual can be relieved from 
all responsibility, except for the exer- 
cise of good faith, Perhaps in a majority 
of cases in which a husband wants his 
wife to be associated with his bank in 
the settlement of his estate or adminis- 
tration of his trust, if he were asked 
whether he meant for her to share legal 
responsibility fully and equally, he 
would answer “no, not if it can be 
avoided.” In fact, it was to relieve in- 
dividual fiduciaries and co-fiduciaries, 
not banks, of legal responsibility that 
the exoneration or inmunity provisions 
of wills and trust agreements were de- 
vised. 


Sources of Confusion 


The chief disadvantage of naming a 
consultant is the indefiniteness of the 
relationship.” The joint and_ several 
duties of co-executors and co-trustees 
have crystallized over the centuries of 
development of the common law. When 
any question arises, the answer may be 
found somewhere in the body of judicial 
or statutory law. But when a similar 
question about the joint or several duties 
of fiduciary and consultant arises, the 
first point of inquiry is the instrument 
creating the consultantship, and the 
wording of the provision is varied and 
frequently indefinite. 


Some time ago, preparatory to an ad- 
dress before a bar association, I asked 
the trust institutions of the city to give 
me a list of investment provisions that 
they, in their administration had found 
the most troublesome. Following are the 
provisions about consultants which they 
reported as being the most troublesome: 


Naming a consultant without defin- 
ing the trustee’s investment duties and 
powers in the event the consultant 
should be unable or unwilling to serve; 
requiring approval of a consultant 
without specifying how that approval 
is to be given and what the trustee is 
to do if it is refused or not given by 
a certain time; requiring the trustee 
to consult a named third person about 
investments without saying whether 
or not the person consulted must ap- 
prove the investment change before it 
is made; requiring the approval of 
two or more consultants without say- 
ing what the trustee is to do if they 
disagree or if one—or all—dies or be- 
comes incapacitated; placing invest- 


2Cf. Knecht, “Trust Adviser: Boon or Booby 
Trap?’’, Oct. 1955 Trusts and Estates-815. 


ment authority in a third person with- 
out expressly relieving the trustee of 
liability; and requiring the trustee to 
obtain the direction or approval of an 
investment consultant without naming 
the condition upon which the trustee 
may act without his direction or ap- 
proval. 

Such trouble spots relate only to in- 
vestment consultants, but they apply to 
every other kind of consultant. What is 
the bank to do if the consultant fails or 
refuses to act, if the bank is required to 
consult but it is not stated whether it 
must follow the advice of the consultant, 
if there is disagreement between two or 
more consultants as to advice to be given 
the trustee, if the advice given by the 
consultant is, in the considered judg- 
ment of the bank, clearly against the best 
interests of the distributees 
ficiaries ? 


or bene- 


“Direction” Trusts 


Several other arrangements for asso- 
ciation between one’s bank and an in- 
dividual have been conceived and ap- 
plied. One of these is to provide that the 
bank shall not act in certain respects ex- 
cept as directed by a named individual 
— for example, that the bank shall not 
apply or pay over principal to the son 
or daughter except as directed by the 
mother; that the bank shall not make 
nor change any investment except as di- 
rected by a named investment counselor: 
that the bank shall not sell, liquidate, 
nor carry on the business or the farm 
except as directed by the son or the busi- 
ness associate. These generally are 
known as ‘direction’ trusts. 


Two distinct disadvantages of this ar- 
rangement are found. If the director 
provisions are not drawn with extreme 
care, they will produce confusion worse 
confounded in the administration of the 
trust. Second, the trustee may be misled 
into relying implicitly and unquestion- 
ingly upon directors. As to the latter 
point, such a director is himself a fiduci- 
ary and, if he violates his fiduciary ob- 
ligation to the knowledge or to what 
should be the knowledge of the trustee, 
the trustee is under a duty not to follow 
his directions and makes itself liable if 
it does. In the Restatement of the Law 
of Trusts this principle is stated as fol- 
lows: 

“If the trustee has reason to suspect 
that the holder of a power (of direc- 
tion) is attempting to exercise it in 
violation of a fiduciary duty to which 
the holder is subject in the exercise of 
the power, the trustee is under a duty 
not to comply and may be liable if it 
does comply. If the holder of the 
power insists upon compliance not- 
withstanding the objection of the 
trustee, it is the duty of the trustee to 
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apply to the court for instructions.” 
See. 185, comment c; see also Scott 
on Trusts, 2d ed., Sec. 185, pp. 1357ff. 


British Approach 


In England it has been a not uncom- 
mon practice for a businessman to name 
a trust corporation executor and trustee 
of his general estate and then to name 
his son or business associate trustee of 
his business and call the latter the busi- 
ness trustee and have him account to the 
trust corporation as general trustee. This 
imposes upon the individual full res- 
ponsibility for the management of the 
business and yet makes him account to 
the corporate trustee. 


There are cases, no doubt, in which 
better results would be obtained by hav- 
ing a general trustee and a business 
trustee as separate trustees than by hav- 
ing either co-trustees or sole trustee and 
consultant. The accomplishment of this 
would be a matter of draftsmanship, not 
of legislation; and I commend it to the 
consideration of lawyers, trustmen, and 
estate-planning specialists.* 

In Australia and New Zealand they 
have the statutory institutions of ad- 
visory trustee and responsible trustee. 
The responsible trustee has full, un- 
diminished responsibility for the man- 
agement and administration of the prop- 
erty. The advisory trustee serves in an 
advisory capacity only. If he advises and 
the responsible trustee does not take his 
advice, he can take the issue to court in 
an ex parte proceeding. Or the respon- 
sible trustee can take the advisory 
trustee to court should the latter inter- 
fere with the orderly administration of 
the trust. 


The main advantage of this device 
of dual trusteeship—responsible and ad- 
visory—is that the two terms have statu- 
tory meaning. If we had such statutes 
in this country, a property owner could 
name his bank his responsible trustee 
and an individual his advisory trustee 
and the respective functions of the two 
would be definite and clear-cut.* 

In England they have the statutory 
institutions of custodian trustee and 
managing trustee; but these apply to in- 
stitutional rather than individual trustee- 
ships. Under such an arrangement the 
trust corporation is charged with all of 
the custodial and ministerial functions 
of the trusteeship, while the individuals 
—usually the governing board or a com- 
mittee of the governing board of an 

(Continued on page 807) 
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Stephenson, “Co-Trustees or Several 
ruses 16 Temple Law Quarterly 249 (April 

‘ephenson, Trust Business in Common-Law 
Ccuntries, (1940) pp. 298, 414. 
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WHAT IT WOULD COST TO 
REPLACE ANY HOME TODAY! 


This authoritative Estimating Chart* shows how replace- 
ment costs have gone up in the past 20 years—on any house 
that originally cost from $8,000 to $50,000. It reveals, for 
example, that a $10,000 house built in 1946 would cost 
$15,200 to replace today ... that a $20,000 house built in 
1940 would cost $52,000 to rebuild today. 


While this Estimating Chart was designed to help our agents 
show homeowners the importance of insuring to full value— 
we feel that its pocket-size convenience might have some 
value to you. 


Like a copy? There’s no charge or obligation. Just use 
this handy coupon. 


*Based on figures supplied by F. W. Dodge Corporation, nationally known 
source of construction information, for homes built since 1937 originally 
costing between $8,000 and $50,000. 





Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE ¢« AUTOMOBILE ¢ MARINE 
The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


A stock company represented by over 40,000 independent local agents and brokers 





The Home Insurance Company, Dept. 1H 
59 Maiden Lane, New York 8, N.Y. 


Please send me a copy of your handy Estimating Chart. 
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Property and Tax Consequences of 


RENUNCIATIONS AND DISCLAIMERS 


GILBERT L. SMITH, JR. 


Trust Officer, Central National Bank of Cleveland, Ohio* 


N VARIOUS ARTICLES ABOUT ESTATE 
| At there occur references to 
the ability to shift property rights by 
means of a disclaimer for the purpose 
of securing better tax results. The terms 
renunciation and disclaimer are used 
interchangeably to mean the complete 
relinquishment by an heir of property 
to which he is entitled either by intestate 
succession or as a legatee!* under a will. 
The Treasury Regulations define a dis- 
claimer as “a complete and unqualified 
refusal to accept the property to which 
one is entitled.”” 


An examination of the local property 
laws and the federal tax laws will illumi- 
nate this subject, describe its limitations, 
and suggest ways in which disclaimers 
may be best used to advantage. 


Disclaimers of Intestate Succession 


With the exception of the residents of 
Louisiana and Rhode Island,* it is not 
possible for a resident of any state of 
the United States to disclaim an inter- 
est in property passing to him under 
the law of descent and distribution. Con- 
trary to the Roman civil law which per- 
mitted an heir to renounce an inheri- 
tance if he were unwilling to become 
personally liable for the debts of the 
decedent, the English common law, from 
which the majority of our laws have 
been inherited, cast the inheritance on 
the next of kin who could not disclaim 
title even though he might wish to do so. 


*This article, written at the request of the 
editors, is based in part on a thesis submitted in 
1956 in partial fulfillment of the requirements of 
The Graduate School of Banking. 


1A. James Casner, “‘Estate Planning Under The 
Revenue Act of 1948,” Harvard Law Review, Jan- 
uary, 1949, Vol. 62, No. 8, pp. 437-39. “Estate 
lanning — Marital Deduction Provisions of 
Trusts,” Harvard Law Review, February, 1951, 
Vol. 64, No. 4, pp. 598-99. Joseph Trachtman, 
state Planning, Practising Law Institute, New 
York, 1955, pp. 40-44. 


1a For simplicity, the terms “‘legatee’’ and “‘leg- 
acy” include “‘devisee” and ‘“‘devise,’’ respectively, 
and vice versa, unless otherwise indicated. 

2U. S. Treas. Reg. 105, Sec. 81.24(b) (2) (iii) 
(c), Sec. 81.47(a)(e), Proposed Regulations 
25.2511- 1(c), 25.2514- 3(c) (5). 

8Louisiana, L.S. A. -C.C., Art. 976, 977, 1018. 
Rhode Island, L. 1947, Ch. 1974, Sec. 24-33. 
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The legal principle that title vests in 
the heir of an intestate succession at the 
instant of death of the owner of the 
property was applied in Hardenbergh v. 
Comm.* which involved a controversy 
over gift tax. The same result obtains 
under community property laws which, 
upon the death of a spouse, vest title 
to one-half of the community in the 
surviving spouse.° There is, therefore, 
in the absence of provisions in the local 
law recognizing the right of intestate 
heirs to disclaim, no means of shifting 
intestate property rights by disclaimer. 


Renunciation of Legacies and 
Residuary Shares 


The right of the legatee of testate 
property to renounce the gift is well 
recognized, with certain reservations. 
throughout the United States. Disclaim- 
er of testate property is permitted on 
the theory that the title to the property 
passes, not by reason of the common 
law, as in the case of intestate property, 
but because of the voluntary act of the 
testator in executing the instrument, 
which, in turn, requires the acceptance 
by the donee of the gift before title 
passes. No distinction is made as to 
the right of renunciation of a legacy or 
devise. 


While there is a presumption that a 
legacy is beneficial and will be accepted, 
there is no presumption of immediate 
acceptance. The English cases and the 
weight of authority in this country are 
to the effect that a legacy is really an 
offer to the proposed beneficiary, which 
he has the privilege, without considera- 
tion, of refusing or accepting.‘ He may 
disclaim or renounce even where the gift 
is beneficial to him, providing he has 


4(1952) 198 F. 2d 63, cert. den. 73 S. Ct. 45. 
*Maxwell v. Comm. (1952) 17 T.C. 1589. 


*Reference to 57 American Jurisprudence Sec. 
1566-1573, and 155 American Law Reports 1420 
will furnish a comprehensive survey of the de- 
cisions in our various courts which have estab- 
lished this principle of law. 


7Albany Hospital v. Albany Guardian Society 


and Home for the Friendless (1915) 214 N.Y. 435, 
108 N.E. 812. 


not already accepted it.* In the absence 
of fraud or collusion, the motives which 
prompt the renunciation are immaterial. 
Nor is the rejection of a legacy the 
equivalent of a conveyance to defraud 
creditors.? A legatee may renounce a 
testamentary gift even though by doing 
so he will disappoint his creditors.” 


The disclaimer must be made. how- 
ever, before the rights of third parties 
intervene. Renunciation defeats the en- 
forcement of an execution which has 
been levied on, even though a proceeding 
in equity has been instituted in aid of 
the execution, and the renunciation is 
made for the sole purpose of defeating 
the execution.1! The law does not. in 
the absence of fraud, collusion or 
estoppel, forbid a choice prompted by a 
selfish reason.!* 


An analysis of the cases indicates 
that the courts have followed two theo- 
ries as to the effect the disclaimer has 
with respect to the property renounced. 
Some courts hold that the bequest does 
not vest unless and until accepted, but 
that upon acceptance or rejection, such 
action relates back to the date of death 
of the testator. Other courts hold that 
the bequest vests upon the death of the 
testator, subject, however, to being di- 
vested upon renunciation. The result of 
either theory is that no interest or title 
in the renounced property ever vests in 
the renouncing bene‘iciary. 


The intention of the testator deter- 
mines whether a renounced legacy falls 
within the residuary clause of the will 
or passes as intestate property.’* It is 
generally recognized that, in the absence 
of a showing of a contrary intent on the 


SIn re Matthiessen’s Will (1940) 175 Misc. 466, 
23 N.Y.S. 2d 802. 


®*Bradford v. Calhoun (1907) 120 Tenn. 53, 109 
S. W. 502. 


1eOhio National Bank v. Miller (1943) 41 Ohio 
L. Abs. 250, 57 N.E. 2d 717. 


1l$choonover v. Osborne (1922) 193 Iowa 474, 
187 N.W. 20, 27 A. L. R. 465. But see In re 
Kalt’s Estate (1946) 16 Cal. 2d 807, 108 P. 2d 
401, reversing 102 P. 2d 399. 


122Matter of Wilson (1949) 298 N. Y. 398. 
18155 American Law Reports 1420. 
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part of the testator, a renounced legacy 
(other than a residuary gift) falls with- 
in the residuary clause, if there is one." 
Where the gift renounced is a portion 
of, or all of a residue, the general rule 
is that the renounced share passes as 


intestate property, in the absence of 
provisions of the will to the contrary. 


Disclaimer of Trust Benefits 


Upon disclaimer of an equitable inter- 
est in a trust, it returns to the trustee 
upon a resulting trust for the settlor, 
and, unless the trust instrument provides 
for the disposition of property in the 
event of the failure of the trust, it must 
be returned to the settlor or his suc- 
cessor in interest.1° Thus, if a person 
renounces a remainder interest in a 
trust following a life estate, the renun- 
ciation dates back to the creation of the 
trust, as though the interest in the trust 
so disclaimed never vested in the bene- 
ficiary. The disclaiming beneficiary is 
free from all liabilities arising out of 
his ownership of the equitable interest 
from the date of the creation of the 
trust to the date of his disclaimer. Such 
liabilities thereupon attached to the 
settlor or his successor in interest as 
of the time the liability arose.’® Like- 
wise, any benefits accruing between the 
creation of the trust and the time of 
renunciation belong to the settlor or 
his successor in interest.'* 


The effect on the acceleration of re- 


“Moore v. Lincoln Hospital Ass’n. (1925) 6 F. 
2d 986, cert. den. 269 U. S. 565, 70 L. ed. 414, 46 
S. Ct. 24; Myers v. Smith (1944) 235 Iowa 385, 
16 N.W. 2d 628; Crocker v. Crocker (1918) 230 
Mass. 478, 120 N.E. 110, 5 A.L.R. 1617; Dare v. 
New Brunswick Trust Co. (1937) 122 N.J. Ea. 
349, 194 Atl. 61; Albany Hospital v. Albany Guard- 
ian and Home for The Friendless (1915) 214 N.Y. 
435, 108 N.E. 812. 

“Scott, The Law of Trusts, 2d ed. Little Brown 
& Co., Boston, 1956, Vol. IV, Sec. 411, p. 2935; 
Stoehr v. Miller (1923) 296 F. 414. 


‘Restatement of Trusts, Sec. 
(1935). 


36, Comment c. 


“As to accrued trust income, 
not effective retroactively, 


tax purposes, Grant v. 
891. 


disclaimers are 
however, for income 
Comm, (1949) 174 F. 2d 
But see First National Bank of Portland 
(1939) 39 B. T. A. 828. 
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“Now, what’s this I hear about 
you punching the time clock?” 
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mainders, vested and contingent, must 
be considered before any disclaimer of 
interest in trust is made. As a general 
rule, where there has been an election 
against the will or a disclaimer, accele- 
ration will not be permitted under three 
circumstances: 

1. If there are disappointed lega- 
tees by reason thereof. 

2. If the estate sought to be accele- 
rated is not vested. 

3. If to do so would manifestly be 
contrary to the testator’s intent. 
While the general rule is that no per- 

son may be compelled to accept a gift 
against his will, where the interest 


sought to be disclaimed is subject to a 
spendthrift provision in either a testa- 
mentary or inter vivos trust, the bene- © 
ficiary may not be able effectively to 
renounce his life estate. If the interest 
of a beneficiary is made inalienable 
either by statute or by the terms of the 
intrument, the beneficiary cannot re- 
lease his interest once he has accepted 
it. On the question of disclaiming an in- 
terest in a spendthrift trust before ac- 
ceptance, there is no accord. 


Partial Renunciation of Testate 
Property 


Although it is well established that, 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Testamentary Trust 
® Living Trust 

® Pension Trust 

® Investment Counsel 


® Ancillary Administration 


® Title Guarantee Policies 
@ Escrow 

© Registrar 

® Transfer Agent 

®@ Land Trusts 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
S on all fiduciary matters affecting Illinois property. 
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in the absence of the rights of creditors, 
fraud or collusion, a legacy may be dis- 
claimed in toto, the courts are not in 
unanimous accord with respect to the 
right of a beneficiary to make a partial 
disclaimer. If, by the same will, a per- 
son is given two gifts, one beneficial 
and the other burdensome, the legatee. 
generally, has the right to accept the 
former and reject the latter. One test 
seems to be whether or not the gifts are 
separate and distinct. If the beneficial 
and the onerous bequests are included 
in the same gift as an aggregate, the 
donee cannot disclaim the onerous one 
and accept the beneficial one, unless a 
contrary intention appears in the will. 
Where there is a single devise of sev- 
eral properties subject to the perform- 
ance of certain conditions, the devisee 
cannot accept a part only. For example, 
a devisee, who is also a residuary heir, 
required by the will to pay a certain 
sum to the residuary estate as a condi- 
tion of the devise, cannot elect to re- 
ceive his residuary share without, like- 
wise, accepting the specific devise.'® 
Where the testator attaches conditions 
to a legacy, the beneficiary cannot ac- 
cept the benefits and reject the bur- 
dens.?® 


A second limitation on the right to 
disclaim partially is the intent of the 
testator. The beneficiary of a will giv- 
ing him a leasehold of a house with its 
contents will not be permitted to dis- 
claim the burdensome leasehold and ac- 
cept the contents. The right to disclaim 
partially does not depend upon whether 
the gifts are contained in one or sev- 
eral sentences of the will, nor upon 
whether the gifts are of the same kind 
of property, such as leaseholds or free- 


holds. 


In the absence of a contrary provision 
of the will, the beneficiary of a cash 
bequest may, at least for tax purposes, 
disclaim the whole or any part thereof.?° 
Renunciation of two-thirds of an annuity 
provided by will, in settlement of a suit 
against the estate for the enforcement 
of a contract with the testator, has been 
upheld in New York, so that the inheri- 
tance tax on the part renounced was 
computed as if originally given by the 
will to those who took the renounced 
portion, and not at the rates applicable 
to the succession of the original lega- 


18Foulkes v. Foulkes (1927) 173 Ark. 188, 293 
S.W.1; McKibbins Estate (1902) 21 Pa. Super. 
Ct. 578; Seifner v. Weller (1943) Mo. Sup. Ct. 
Div. 1, 171 S. W. 2d 617. 


19In re Matthiessen’s Will (1940) 175 Misc. 466, 
23 N. Y. S. 2d 802. 


2°Comm. v. Maccaulay’s Estate (1945) 150 F. 
2d 847. 
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tee.2! Where a will makes separate bene- 
ficial gifts, the beneficiary has the right 
to accept or reject the separate gifts as 
he chooses so long as no contrary in- 
tent on the part of the testator is evi- 
dent in the will.” 


Although disclaimers of separable 
gifts generally are permitted, and partial 
disclaimers of legacies and bequests spe- 
cified either in a fixed dollar amount or 
in a fractional share have been upheld 
under local law, it has been suggested 
that the disclaimant might be subject 
to a gift tax liability on the part dis- 
claimed, even though Brown v. Rout- 
zahn is apparently still good law, and 
the principles it established were con- 
firmed as recently as the Maxwell case.** 
The Commissioner of Internal Revenue 
in the proposed gift tax regulations 
takes the position that a disclaimer is 
not a complete and unqualified refusal 
to accept property to which one is en- 
titled where only a portion of the prop- 
erty is renounced. At the same time the 
regulations likewise require that the re- 
nunciation must be effective under local 
law. Because of the principle that the 
disclaimed property never vests in the 
renouncing beneficiary, if local prop- 
erty law recognizes a partial disclaimer, 
it would seem that the Commissioner’s 
position is not tenable. Whether the 
regulation as to a partial disclaimer ap- 
plies to a renunciation by the same heir 
of separable gifts is not evident although 
it would appear it was designed to sub- 
ject a renunciation such as occurred in 
the Brown v. Routzahn case to gift tax. 


It would seem, however, that where 
the renounced property passes into a 
residue for members of the family of 
the disclaimant, and even though a par- 
tial disclaimer were to be considered as 
the exercise of a power of appointment, 
the power exercised would be a limited 


21In re Merritt’s Estate (1913) 155 App. Div., 
140 N. Y. Supp. 13. 


Brown v. Routzahn (1933) 63 F. 2d 914, cert. 
den. 290 U. S. 641, 78 L. ed. 72, 54 S. Ct. 60. This 
is the leading case on the subject of partial dis- 
claimer. Testatrix made three separate provisions 
in her will for her husband: Item II gave him 
outright a one-third share; by the same item and 
a codicil he was given the life use of her homes 
and their contents; Item III created a testamen- 
tary trust of the residue, the income of which 
was to be paid her husband during his lifetime. 
The surviving husband rejected the bequest of the 
third share but reserved the life estate in the 
residence properties and also the right to re- 
ceive the income from the testamentary trust. 
Upon the death of the husband it was asserted 
the rejected bequest was includible in his taxable 
estate as a gift in contemplation of death. Al- 
though recognizing that the taxing statutes con- 
cern themselves, not so much with title, as com- 
mand over property, the court found that the 
exercise of a right to refuse a gift of property 
was not a taxable transfer contemplated by the 
statute. 


Trachtman, supra, note 1, p. 43. 


rather than a general one, which, in any 
event, would not be taxable. 


Tax Consequences of Renunciation 
of Testate Property 


Inheritance Tax 


The general rule is that a beneficiary 
under a will is absolved from any obii- 
gation to pay inheritance tax upon a 
legacy which he refuses to accept, even 
though the property thus passes to some- 
one more closely related to the testator, 
so that any inheritance tax is reduced 
or extinguished, and the motive for re- 
nouncing was the desire to minimize 
tax.24 The succession becomes taxable 
only in accordance with the ultimate 
devolution of the property.”*> Whether 
the property renounced is an absolute 
interest or an estate for life under a 
trust, the tax effect is the same.”® 


Although local property law of the 
jurisdiction involved may recognize the 
right of the beneficiary under a will to 
renounce the gift to him so that the 
property passes to another, the local 
tax law may not recognize the renun- 
ciation for inheritance tax purposes.” 
It is necessary, therefore, in any con- 
sideration of renunciation to examine 
the local law to determine whether or 
not the act of renunciation, even though 
properly made so as to affect the devolu- 
tion of the property, will be effectively 
made for inheritance tax purposes. 


Gift Tax 


If the local property law recognizes 
the right to disclaim and there is noth- 
ing in the will to prevent it, an effective 
disclaimer of a whole interest, whether it 
be a cash legecy or a fractional share. 
should create no gift tax hazard for a 
legatee who is not a residuary heir or 
one of the next of kin.** However, a dis- 
claiming legatee, who is also a residuary 


(Continued on page 799) 


2428 American Jurisprudence Sec. 222, p. 114. 
People v. Flanagin (1928) 331 Ill. 203, 162 N. E. 
848, 60 A.L.R. 305. 


In re Wolfe’s Estate (1903) 89 App. Div. 349, 
85 N. Y. Supp. 949; In re Merritt’s Estate (1913) 
155 App. Div. 228, 140° N. Y. Supp. 13; In re 
Bute’s Estate (1946) 355 Pa. 170, 49 A. 2d 339. 


28In re Clarkson’s Estate (1930) 137 Misc. Rep. 
741, 244 N.Y.S. 470. A New York statute re- 
quiring taxation of an estate for life even though 
it. can be divested by the legatee was held to be 
applicable only to a case where the life tenant may 
terminate the trust after benefits are accepted. 


California) Rev. and Tax C. A. (1945), Div. 2, 
Pt. 8, Ch. 2 Art. 1, Sec. 13409, requires computa- 
tion of inheritance tax as if there’ had beer no 
renunciation. “4 


Referring to Brown v. Routzahn in Maxwe!! V- 
Comm., supra note 5, the court concluded that 4 
beneficiary may make an effective reunciation of 4 
testamentary gift, and implied it would not con- 
stitute a taxable transfer under federal gift tax ‘aw. 
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The 50-pade book of Suggested Will and Trust 
Forms for Lawyers was so warmly received when the 
City National Bank and Trust Company of Chicago 

offered it recently, that we are making it available 
once more to lawyers throughout the country. If you 
would like to see a copy of these comprehensive Will 


and Trust Agreement forms, enclosed in a looseleaf 








binder, just let us know. The book is for attorneys 








only, and there is no charge. ; 
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Our National Park Trust Fund 


CONRAD L. WIRTH 


Director, National Park Service, Washington, D. C. 


HE UNITED STATES GOVERNMENT IS 
b pana for a National Park System 
comprising 22 million acres, with a 
visitor count last year of over 50 million. 
Toward this accumulation of areas with 
historic or scenic interest, or recreation- 
al attraction, private philanthropy has 
contributed a total of $14 million — 
seven million dollars in cash and an- 
other seven million worth of donated 


land. 


Private gifts have been so important 
in preserving America’s heritage that 
the Congress in 1920 recognized the Na- 
tional Park Service, and the System it 
manages, as desirable and legitimate 
recipients of the benefits of philanthropy. 
It authorized the Service to accept do- 
nations, and in 1935 further authorized 
establishment of the National Park Trust 
Fund. It created a Trust Fund Board of 
five members—the Secretary of the 
Interior (of whose Department the Na- 
tional Park Service is a bureau), the 
Secretary of the Treasury, the Director 
of the National Park Service, and two 
members appointed by the President. 


Growing leisure and prosperity, and 


the manner in which that leisure is em- 
ployed, will affect the character of the 
American people and the kind of nation 
we shall have in years to come. Certain- 
ly leisure is worthwhile when spent in 
acquainting oneself with the superlative 
examples of the Creator’s handiwork; 
with ancient civilizations which once 
flourished on this continent; and with 
those sites— Independence Hall, the 
battlefields of Yorktown and Gettysburg, 
and the site of the Jamestown settlement 
in Virginia, for example—where Amer- 
ican history was made. 


Millions of Visitors 


Today the National Park system con- 
tains not only the choicest remaining 
portions of the American natural land- 
scape with the native wildlife, but is 
equally notable for places of scientific 
and historic interest. In the year preced- 
ing World War II and the year follow- 
ing it, the visitor count for the whole 
system was about 21 millions. This had 
more than doubled by last year, and 
the National Park Service has recently 
announced plans for conservation, de- 
velopment and staffing—a plan known 
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N.P.S. photo by R. N. McIntyre 
Tioga Road, which takes the visitor to 9,941-foot Tioga Pass in Yosemite National Park, 
was a privately owned toll road until purchased in 1915 with donated funds and presented 
to the United States. Stephen T. Mather, later the first director of the National Park 

Service, gave half of the purchase price of $15,508. ie 





Mr. Wirth, a ca- 
reer public servant, 
has been director of 
the National Park 
Service for more 
than five years and 
an employee of the 
Service for a quarter 
century. For his rec- 
ord as a far-sighted 
park planner and 
administrator he has received the Depart- 
ment of the Interior Distinguished Service 


Award. 











by the title of Mission 66—looking to a 
total of 80 million visitors by 1966, the 
golden anniversary of the establishment 
of the Service. 

Mindful of these facts, the Park Ser- 
vice and the Trust Fund Board compete 
for private supplementary contributions, 
particularly in those fields not covered 
by appropriations. The Trust Fund, held 
and invested by the Treasury Depart- 
ment, accepts cash and securities, the 
income from which is used exclusively 
for National Park purposes; it also re- 
ceives property designated for immedi- 
ate use and for specific projects. These 
purposes could be helpfully augmented 
by gifts — tax deductible — from trusts 
under the management of corporate and 
individual fiduciaries. 

Two years ago the Board published a 
brochure by Freeman Tilden called The 
Fifth Essence.* In it attorneys, trust 
officers and others who are consulted on 
estate matters and entrusted with the 
management of such funds will find de- 
scribed the value of the National Park 
System, the work of the Service, and 
the opportunities for constructive bene- 
factions. 


Origin of National Parks 


The National Park System got its start 
when a group of public spirited citizens. 
exploring in 1870 what is now Yellow- 
stone National Park, determined that 
rather than stake out private claims 
they would forego personal profit and 

*The Fifth Essence may be obtained by a request 


to the Director, National Park Service, Washing- 
ton 25, D. C. 


TRUSTS AND ESTATES 


OTN annem: 


pelt AS Ree. 


ae SAINT ities Raita MARDEN mM re. 





nal 
jo) 
wa 
of 
pri 
suc 
tu! 
cre 


ful 


itie 


Ro 
Fo 
tio 


An 


Yo 
for 
(Ww 
are 
ov 
ad 
Pa 
Fo 
ly 

su] 


of 


Wi 
im 
ph 
Bo 


Pa 
to 

his 
ch 
tol 
fo 


tal 


ot 





Be oe YS SO fe OD MH eel 


oe 


sts 


irk 
nd 








sncint ears il bs tig ORME wore 





strive to have the area set aside as a 
national park “for the benefit and en- 
joyment of the people.” The proposal 
was adverse to the then current theory 
of disposing of the public domain to 
private ownership, but their effort was 
successful with President Grant’s signa- 
ture on March 1, 1872, on legislation 
creating Yellowstone National Park. 


Individual Donations 


On many occasions since then thought- 
ful citizens have supplemented the facil- 
ities and services offered in the national 
parks. The benefactions of John D. 
Rockefeller, Jr., the Old Dominion 
Foundation, and the Avalon Founda- 
tion, have been on “the grand scale.” 
Among Mr. Rockefeller’s donations have 
been 15,000 acres of sugar pine for the 
Yosemite; land, roads and bridle paths 
for Acadia (Maine); and 33,562 acres 
(worth $1,500,000) in the Jackson Hole 
area of Wyoming, which he purchased 
over a period of twenty-five years and 
added to the Grand Teton National 
Park. The Old Dominion and the Avalon 
Foundations have contributed extensive- 
ly not only in land purchases, but in 
support of research and special projects 
of the National Park Service. 


Many of these gifts relate to the east- 
ern seaboard where recreational areas, 
wildlife protection and places of historic 
import are rapidly disappearing. Ste- 
phen T. Mather, president of Sterling 
Borax Co., who served for more than 
1] years as first director of the National 
Park Service, gave much of his fortune 
to furthering the Service’s work. One of 
his contributions was part of the pur- 
chase price of a former privately owned 
toll road that takes the visitor to 9,941- 
foot Tioga Pass and to the high moun- 
tain meadows of Yosemite. 


The Smithsonian Institution offers an- 
other excellent example of a Federal 
agency supported by Federal funds 
whose usefulness has been greatly en- 
larged by private generosity. As a mat- 
ter of fact, the National Park Service 
and the National Park System offer a 
very close analogy, since the properties 
il manages are, in a very real sense, the 
reat museums of nature and history. 

‘ the Smithsonian, the effectiveness 

ts work is dependent in considerable 

ree on careful and regular research 
‘he foundation of its interpretive activ- 

s and the basis of a variety of man- 

ment practices. Interpretation is the 

\oo-satisfactory designation (an al- 

native is “education”) of what the 

vice has been doing, almost since its 
blishment, to make the use of the 


a 
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National Parks more meaningful to the 
millions to whom it is host each year. 
It is an effort both to stimulate and to 
satisfy healthy curiosity about the nat- 
ural phenomena and the human history 
so strikingly exemplified in the areas 
under its custodianship. 

A A A 

U.S. Park Visitors ON RISE 


Last month, Mr. Wirth, author of the 
foregoing article, reported that “we 
were a little too conservative” in esti- 
mating the parks would draw 80,000,000 
visitors a year by 1966. This target 
probably will be reached by 1961, Mr. 
Wirth said. 


NEw ESTATE COUNCIL FORMED 


The Tyler Estate Council was formed 
in Tyler, Texas on March 19. Response 
to the organization was so enthusiastic 
that 85 members were participating be- 
fore the summer recess. Monthly meet- 
ings will be continued in October. Offi- 
cers of the new Council are: Pres.— 
Allen E. Pye, attorney; Vice Pres.— 
Thos. W. Hathaway, attorney, and Alex 
McKenzie, vice president and trust offi- 
cer, Tyler Bank & Trust Co.; Sec.-Treas. 
—George E. Arms, C.P.A. 


@ Members of the Hawaii Estate Plan- 
ning Council at their August 1 meeting 
heard A. Jack Nussbaum, president, Na- 
tional Association of Life Underwriters. 
























































The Home that Housed a Harbor 


In 1864 General Phineas Banning erected this 30 room mansion 
overlooking the Wilmington-San Pedro waterways. From the tower 
high atop its stately three stories he dreamed of the day when the 
slough he viewed would become one of the great man-made ports 


of the world. 


His vision was not in vain, 


for to his efforts and 


determination are largely due the construction of a breakwater and 


the dredging of the bar that. 
Los 
**Port Admiral” 


at the turn of the century, 
Angeles Harbor a successful reality. 


made the 
Renowned today as the 


of Los Angeles, his home remains an historic 


shrine in 20 acre Banning Park, 


Wilmington. 


Construction of the Harbor 
breakwater was still underway 
when this Bank established its 
Trust Department in 1903— 
another service Southern Cali- 
fornians increasingly enjoy. 
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OF LOS ANGELES 
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Telephone MUtual 0211 








The Unpampered Darlings 


TRUST DEPARTMENT’S RELATION TO THE BANK 


LLOYD W. KNOX 


Vice President and Trust Officer, Norfolk County Trust Company, Brookline, Massachusetts 


RUST DEPARTMENTS ARE USUALLY 
pipes with mahogany desks, wall- 
to-wall carpeting and suitably dignified 
drapes. Soft-spoken, conservatively- 
dressed people known as Trust Officers 
inhabit these plush regions along with 
rich old ladies known as Beneficiaries. 


The hard-working, shirt-sleeved fel- 
low in the commercial or instalment loan 
department, who is right down in the pit 
grappling with life is the one who makes 
the money so these trust officers can 
work their easy racket. 


Now, this may not be the concept of 
trust departments which all commercial 
or instalment loan men have, but I’ve 
been on the receiving end of many snide 
remarks which indicate that to some 
people a trust department is a good 
place to work if you want to semi-retire. 
You can judge from all this that we in 
trust work are sensitive. The only truth 
to this criticism is that trust departments 
in the past have not been money-makers. 
It is discouraging to realize that many 


In address before 52nd Annual Convention, 


Massachusetts Bankers Assn. 


trust departments receive as a fee for 
the complete responsibility of managing 
a $100,000 trust, less than they re- 
ceive on an $11,000 loan at 5%—par- 
ticularly discouraging when one thinks 
of the time and effort put into a trust 
by the investment researchers, the ad- 
ministrative officers, the directors’ trust 
committee and the various clerks. 


Is a trust department worth while? 
Certainly you cannot expect one who has 
done nothing but trust work during his 
business career to come up with a con- 
clusion that might cost him his job. 


Profit Base First 


Assuming you have an able trust de- 
partment—whether it is one man or 
several—the most important way a trust 
department can help the bank is by earn- 
ing money. The bank’s management 
should insist on the department’s know- 
ing its cost and then charging accord- 
ingly. This business of finding out what 
the other fellow charges and applying 
the same schedule or slicing yours below 
his to get a volume of non-profitable 
business is mystifying for the intangible 
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benefits do not compensate for a losing 
operation. 


Intangible Benefits 


First, (and, properly, I suppose these 
are tangible benefits,) are “balances” or 
deposits which the trust department 
creates—a usually stable and substantial 
amount. 


Second, beneficiaries of the trusts very 
often find it convenient to have their 
payments made directly to their check- 
ing accounts at the bank. This often 
means an opportunity to get a_bene- 
ficiary to open an account at your bank 
or solidifies your hold on an existing 
one. 


Third, assume you have a good cus- 
tomer who is concerned about his estate, 
taxes, and principally, the protection of 
his family after his death; or perhaps 
you have a good company account whose 
President wants to know about pension 
or profit-sharing plans. Or maybe that 
company President has been investing 
his personal surplus funds—now is con- 
cerned about keeping track of them— 
because he is so busy with his business 
that he can’t intelligently follow his in- 
vestments. All you have to do is call in 
your trust officer who will gladly explain 
your bank’s estate planning service or 
profit-sharing trust or investment ad- 
visory account. The result may be that 
your bank is named an executor or 
trustee under your customer’s will or 
gets some other profitable business. 
Your customer is pleased that his bank 
gives him good service. 


On Losing Contact 


On the other hand—your bank doesn't 
have a competent trust department—-s0 
your customer goes to a bank that does. 
He isn’t happy about chasing around 
from place to place to get banking serv- 
ices. The commercial officer is afraid 
that the customer may get the idea of 
putting all his business in the new bank 
and the only one pleased with the whole 
deal is the other bank. 


Fourth, the trust department is in con- 
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tact with lawyers, accountants and life 
underwriters and often, to keep their 
goodwill, pays for bulletins, pamphlets, 
etc., designed to assist them in their 
work and mails them out to prominent 
men in these professions. These men 
often are in an excellent position to in- 
fluence others to use the bank’s services. 

There are cases when the trust depart- 
ment makes the first contact with some- 
one not a customer of the bank. If your 
trust department gives this person or 
company good service, chances are good 
it will lead to that person or company 
using other services of the bank. A de- 
partment that stands on its own from a 
profit standpoint can afford to get good 
people to staff its department and there- 
hy create these intangibles. On the other 
side of this two-way street—how can 
you help your trust department get busi- 
ness ¢ 


Business Comes from Selling 


In the majority of cases where a cus- 
tomer is seeking a loan, it is the cus- 
tomer who is the aggressor and who 
must sell his case. In obtaining trust 
business the bank is the aggressor and 
the one who must sell its case to the 
customer. Trust departments sell through 
superior service to existing customers, 
and through advertising. If your trust 
department does a good job for Joe 
Jones, there is a good possibility Joe 
will speak to Bill Smith and help the 
trust department obtain Bill’s business. 
Trust advertising is done through news- 
papers, mailing of bulletins and pam- 
phlets, folders in monthly bank state- 
ments, and by systematic personal calls 
on potential customers. 

The life insurance company that sold 
insurance purely through advertising 
without the use of salesmen, wouldn’t 
produce much business and the life in- 
surance company whose salesmen are 
highly regarded so that they are recom- 
mended by satified customers really has 
the jump on its competitors. We in the 
trust business, particularly in Massachu- 
setis, are in a highly competitive field 
and have got to devote a lot of our time 
to being salesmen. And, it is much easier 
for a salesman if someone has opened a 
few doors for him. 


Open the Doors, Richard 


an example of how beneficial the 
personal touch is, take the case of the 
bai advertising to point out its avail- 
abiity to serve as executor or trustee 
uncer a will. In analyzing advertising 
on these services, what we are saying is 
“We are asking you, Mr. Potential Cus- 
tomer, to have us manage your property 
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for your family after you die. We are 
asking you to trust us to look after your 
family and to fill your shoes as the one 
the family looks on for help.” 


Now, this is asking quite a lot and 
one can hardly blame a potential cus- 
tomer if he throws away the pamphlet 
extolling our virtues, or is somewhat 
dubious when a complete stranger from 
a trust department calls on him with this 
request. But let’s say that Mr. Jones, the 
potential customer, has a personal friend 
in the bank or has done business with 
one of the bank officers and has great 
faith and confidence in him. By calling 
on Mr. Jones or accompanying the trust 
officer he brings the personal touch so 
essential to a highly personal service. 


Everyone must die and everyone’s 
estate must be settled, so trust depart- 
ments are selling something everyone 
must have, but there aren’t enough hours 
in the day for the trust officers to see 
all the potential customers. Therefore, 
the only thing to do is get additional 
salesmen from the rest of the bank staff. 
I suggest this program for these non- 
trust salesmen: 


1. Have meetings — preferably small 
groups to whom the services of the trust 
department can be explained. Don’t have 
just one meeting — but follow-ups too. 
and make certain the other services are 
also thoroughly explained. Point out the 
advantages of a trust department — its 
permanence and experience. 


2. Explain trust department fees, but 
caution the salesmen to use them as 
guides—the trust department must make 


final arrangements — but if fees have 


been given as standards, make sure there 
isn’t too much variance and if there is, 
make sure the staff knows why. 


3. Send your staff bulletins—not too 
lone—vointing out interesting trust de- 
velopments or sales points — so they 
don’t forget the trust department. 





4. Sell your directors, the leading men 
in the community, on your trust depart- 
ment and they will sell their friends. 


5. Keep records of who, outside the 
department, is doing a sales job for the 
trust department and keep after those 
who haven’t contributed anything. Some 
banks even give quotas they expect their 
officers to produce in trust business, for 
example, a will a month. 


6. Get your trust officers speaking 
engagements at Rotary, Lion’s, Kiwanis, 
etc. 


7. Make certain that the staff knows 
that the trust department services are 
not just for the wealthy, that they have 
wide range and flexibility. 


8. Keep the staff informed of trust 
department contacts with their friends 
or customers. This keeps them up-to-date 
on trust department progress with the 
leads the staff has furnished. Quite often 
the staff can be most helpful in follow- 
up work. 


9. Finally, don’t set up a program en- 
listing the staff’s aid and then after a 
year’s pushing, drop it. Trust business 
takes a long time to develop and it is 
the constant hammering on the benefit 
of trust services which eventually brings 
the business — so one must keep 
hammering. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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INSURANCE FOR INVESTMENT, 
COMPENSATION, BUSINESS PURCHASE 


RECORD ATTENDANCE MARKED THE 

July 1-3 meeting, at White Sulphur 
Springs, W. Va., of the Million Dollar 
Round Table. Citing the fact that 45% 
of the first-time qualifiers for the 1956 
M.D.R.T. failed to qualify for the 1957 
Round Table, Chairman Howard D. 
Goldman, C.L.U., urged first-time quali- 
fiers especially to work with the same 
diligence and resourcefulness that 
brought them their initial qualification. 
Mr. Goldman is Virginia general agent 
for Northwestern Mutual Life, with 
headquarters at Richmond. 


William D. Davidson, C.L.U., associ- 
ate manager of W. V. Moody Agency of 
Equitable Life As- 
surance Society at 
Chicago, was elec- 
ted chairman of 
the 1958 Round 
Table. Mr. David- 
son has served as 
a trustee of the Na- 
tional Association 
of Life Underwriters, as president of 
the Chicago Association of Life Under- 
writers and the Equitable C.L.U. As- 
sociation, and as director of the Illinois 
Life Underwriters Association and the 
Chicago C.L.U. Chapter. He has quali- 
fied for the M.D.R.T. 13 years in a row. 
His sales are mainly in the estate plan- 
ning, business insurance, and employee 


benefit fields. 


The new vice-chairman is Adon N. 
Smith, I], C.L.U., Northwestern Mutual 
Life, Charlotte, N. C. Robert S. Albrit- 
ton, C.L.U., Provident Mutual Life, Los 
Angeles, was re-elected to the Executive 
Committee, and James B. Irvine. Jr.. 
C.L.U., was elected to the committee. 


The 1958 meeting of the Round Table 


will be at the Banff Springs Hotel in 
the Canadian Rockies. June 18-21. 





WILLIAM DAVIDSON 


Life Insurance as Investment 


In the workshop session on life in- 
surance as an investment, Michael P. 
Coyle, C.L.U., Phoenix Mutual Life, 
New York City, after demonstrating the 
folly of common-stock purchases for 
95% of the public, described this typi- 
cal case among the 5% with the higher 
incomes: 

A prospect says, “I already own $50,- 
000 of life insurance and have too much 
money in fixed dollar investment.” 
Actually, he only has $50,000 of guar- 
anteed investments if he dies. This man 
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usually has two to four thousand dollars 
worth of cash values in his policy, owns 
a home with perhaps a $15,000 or $20.- 
000 equity in it. Thus he already has 
five times as much money in equities as 
he has in guarantees. He should be made 
to realize that the cash values of his 
policies are even better fixed dollar 
guarantees than government bonds or 
high-grade preferred stock, Mr. Coyle 
asserted, and let them represent the 
fixed-dollar portion of his investment 
portfolio. Whereas government bonds 
are selling at a 12% discount, insurance 
policies never sell at a discount. 


“Company insurance represents valu- 
able property because in one package 
it permits the corporation to provide 
against the hazards of the key-man 
stockholder dying too soon, living too 
long, or the business needing reserves in 
the event of emergencies or opportuni- 
ties.’ said Edward J. Mintz, C.L.U.. 
New York Life, Salinas, Calif., in his 
investment workshop talk. “Businesses, 
like individuals, sometimes have to be 
forced to save,” said Mr. Mintz. “One 
expansion-minded West Coast manufac- 
turer kept plowing profits back into the 
business. The cash values on over a 
million dollars worth of split-dollar in- 
surance represent about the only corpo- 
rate asset that hasn’t been borrowed on. 
If a recession comes, according to the 
firm’s banker the loan values alone may 
help tide the business over. Dividends 
are to be left in for paid-up additional 
insurance, because the stock value is 
expected to continue to increase. 


“Sections 531 through 537, which 
have replaced old section 102(a) of the 
Internal Revenue Code, impose _penal- 
ties on corporations for improperly ac- 
cumulating surplus. According to our 
attorneys, corporate investment in in- 
surance on the lives of those who are 
key men, or stockholders whose stock 
will be bought on death and/or retire- 
ment, represents a proper corporate pur- 
pose,” Mr. Mintz remarked. 


An idea of the tremendous market 
for pension plans was given by Ron 
Stever, C.L.U., Equitable Society, Los 
Angeles, in his workshop talk on em- 
ployee benefit plans as an investment. 
With over 500,000 corporations in the 
United States, about 23,000 qualified 
pension plans in operation at the end of 
1956, of which about 20,780 were in- 
sured plans, and assumed adoption of 


3,000 new plans a year, it will take 159 
years to cover the market, the speaker 
calculated. Where an employer is re- 
luctant to use insurance exclusively for 
funding a pension plan, Mr. Stever made 
this suggestion: 


If an employer has a strong conviction 
about investing in common stocks to 
obtain higher yields and share in the 
growth of the economy, he can be shown 
the advantages of “split funding.” 
Under this concept, which is the equiva- 
lent of entrusting the bond account to 
the insurance company while the equity 
account is handled by a bank, an en- 
tirely workable plan of combining the 
services of both the insurance companies 
and the banks to achieve whatever bal- 
ance of guarantees and equity invest- 
ments the company desires, has been de- 
veloped. This approach makes a lot of 
sense and is well received by the larger 
companies, said Mr. Stever. 

“The investment income of the insur- 
ance company should be substantially 
higher than the bond portion of a 
trusteed fund. The  direct-placement 
method which the insurance companies 
have used for a number of years has not 
only been advantageous to the borrower, 
but, because of its inherent economies. 
gives the insurance company a_ better 
net yield. In addition to this advantage 
in bond investments, about one-third of 
the investments of the typical life insur- 
ance company are in mortgage loans 
higher return than bonds. The result is 
that the overall earnings rate is sub- 
stantially greater than the trustee can 
earn on his bond investments.” 


Executive Compensation 

An increasing use of life insurance as 
a compensation device has been ob- 
served by Forrest Wallace of Chicago. 
of McKinsey & Co., Inc., management 
consultants. Speaking at the executive 
compensation Mr. Wallace 
opined that this trend will continue as 
more of those concerned learn of the 
possibilities. He added, however. that 
“those who have this product to sell 
must also have the service viewpoint and 
really come up with some new applica- 
tions that solve problems, not just sell 
insurance.” 


session. 


In this connection, Mr. Wallace said 
his firm recently finished a study in\ olv- 
ing 75 executives, in which the approach 
was based not upon finding a plan broad 
enough to satisfy the majority of the 
group but instead developing a program 
consisting of five separate plans, each 
designed to fit a particular age and com- 
pensation group. This was enthusiasti- 
cally accepted by the client. What ™ay 
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be needed, said Mr. Wallace, is an ap- 
proach to executive compensation based 
on individual needs and desires. 


James F. Thornburg, South Bend, 
Ind., attorney, revealed that the Com- 
missioner of Internal Revenue had pri- 
vately withdrawn his non-acquiescence 
in the Oates case, remarking that the 
“Commissioner's reasons for maintain- 
ing privacy in a matter of public in- 
terest are best known to the Treasury. 
However, one cannot help but speculate 
that public access to such knowledge 
would greatly stimulate the already 
abundant application of deferred com- 
pensation principles.” 

Mr. Thornburg offered a number of 
answers to questions in this area which 
demonstrate that deferred compensation, 
properly conceived and executed, does 
not involve unreasonable tax risks. 


Pruning Confusion Out of 
Prunier Case 


Precautions for keeping out of the 
kind of tax trouble that happened in the 
decided Prunier and Sanders 
cases were given by Denis B. Maduro, 
New York attorney. In the Prunter case 
premiums paid by a corporation under 
a stock redemption agreement were held 
by the Tax Court to be additional com- 
pensation to the stockholders. In the 
Sanders case, the Federal district court 
in Utah decided that premiums paid in 
a similar case were dividends to the 
stockholders. 


1 
recentiy 


Though it is impossible to say if it 
was the determining factor, Mr. Maduro 
said the courts in both cases laid great 
stress on the fact that under the redemp- 
tion agreements the corporations were 
obligated to use all the proceeds to re- 
deem the stock regardless of its value 
at the time of redemption. The im- 
portant thing about these cases, he com- 
mented, is that there is nothing new 
about them. They are significant because 
they are evidence of a renewed attack 
by the Treasury and the Tax Court to 
re-establish what Mr. Maduro termed 
the “unwarranted conclusion of fact” 
that the real purpose of life insurance 
used to fund a stock purchase agreement 
s merely to provide a means for the sur- 
ving stockholders to buy the stock of 
a deceased policyholder—a conclusion 
ch was reversed by the Third Circuit 
Court of Appeals in the earlier Emeloid 


V 
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ir. Maduro suggested these rules for 
avoiding the Prunier-Sanders diffi- 


cules: 


eMake sure that the corporation is 
he sole owner and sole beneficiary. 
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eMake sure that the policy is di- 
vorced from and kept separate and in- 
dependent of the agreement, so that it 
constitutes an asset of the corporation 
available at all times for the benefit of 
of its creditors. 


eMake sure that the policy is car- 
ried as an asset on the corporation’s 
balance sheet, with a footnote that 
such policy is an unrestricted and un- 
pledged asset. 


e Make sure that the policy value on 
the balance sheet is either its cash 
value or total net premium cost, the 
latter preferred as the more true 
value. 


e Eliminate from the agreement and 
the policy any provision which — 

(a) gives any stockholder the right 
to change the corporation as the bene- 
ficiary ; 

(b) exempts the policy from the 
claims of creditors of the corporation; 

(c) gives to any stockholder the 
right to buy any policy at any time; 

(d) gives any stockholder the right 
to use any of the settlement options 
in the policy; 

(e) requires the redemption pur- 
chase price to be not less than the 
death proceeds of the policy. 

e Eliminate from the agreement any 
provision wihch requires the policy 
proceeds to be used in payment of the 
redemption purchase price, or any 
provision which requires the policy to 


be pledged under the agreement or to 
be held in a special reserve account 
for the purpose of the agreement. 


eMake sure that the agreement is 
exactly the same, both in form and 
substance, as a_ stock redemption 
agreement where the stockholder is 
100% uninsurable and no insurance 
is involved. 


Following his lecture, Mr. Maduro 
answered the following questions: 


—Do the Prunier and Sanders cases 
affect the cross-purchase of insurance © 
between individual stockholders? No. 


—In both the Prunier and Sanders 
cases the courts considered the right 
to change the beneficiary and then 
went further and said there was no 
benefit to the corporation. Would this 
affect key-man insurance? No; if the 
court had found that a true corporate 
purpose had been served, the decision 
would have been different. 


—What if the key-man is a 100% 
stockholder? You must prove that the 
insurance is for the benefit of the 
corporation and not just a device used 
for the benefit of the individual stock- 
holder. 


—Do you think the Prunier and 
Sanders decisions will undermine the 
use of, insurance where redemption 
agreements are drawn properly? No; 
both decisions stressed the fact that 
the insurance did not serve a business 
benefit. 
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For over 50 years we have been appraising 
and purchasing estates from banks and trust 
companies throughout the U.S. For an im- 
mediate cash transaction or an intelligent 
estate appraisal, send your merchandise di- 
rectly to us, or the Manufacturers National 
Bank of Detroit. In cases of extremely valu- 
able estates we will arrange an appraisal at 
your offices. You know you can rely on one 


of the nation’s older jewelry firms. 


REFERENCE: MANUFACTURERS 
NATIONAL BANK OF DETROIT 
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PRECIOUS GEMS AND JEWELRY 


MAIN OFFICE: 14528 SECOND 


TUlsa 3- 3990—Detroit 3, Michigan 
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11th District Trust Depart- 
ments Surveyed 


Pension trusis, which rose 47.2% 
in number and 54.3% in carrying 
values, showed the most striking change 
in 1956 as compared with 1955 in a 
study of 21 trust departments reporting 
for both years to the Federal Reserve 
Bank of Dallas. Personal agencies in- 
creased 17.6% in number and 1.8% in 
carrying value; personal trusts gained 
15.5% in number and 15.4% in value. 
Only estates showed a drop in number 
(0.7%) and these increased 7.5% in 
carrying value. 

Pension and profit-sharing trusts were 
on top income-wise, showing a gain in 
commissions and fees of 36.9%, followed 
by trusts and agencies with a gain of 
20.7%. Commissions and fees from 
estates dropped 14.9%. 


Usable data for the year 1956 were 
received from 31 of the trust depart- 
ments in the Eleventh Federal Reserve 
District (including the 21 that gave 
information for both years). These 31 
departments received total commissions 
and fees of $5,248,291, or more than 
85% of the trust department income of 
member banks in the District. Of this 
amount, 80.3% was from personal trust 
accounts. 


Eleven of the 31 trust departments, 
which received commissions and fees in 
excess of $100,000, had a combined in- 
come of $4,474,905. The other 20 de- 
partments reported total income of 

773,386. In each size group 8 trust de- 
partments conducted profitable opera- 
tions in 1956 before adjustment for 
credits allowed on funds deposited with 
the commercial department. Of the 31 
banks, 16 allowed these credits in 1956. 

















TABLE I. DISTRIBUTION OF 1956 TRUST DEPARTMENT INCOME 
(Per cent of total commissions and fees) 
31 banks with totel 31 banks with 
commissions and fees of: total commissions 21 banks 
Under $100, 000 Over $100, 000 and fees of reporting income 
Net Net Net Net 15 banks with Under Over by t of accour 
Item profits losses# profits losses# net losses} $100,000 _ $100, 000 Personal Corpors*e 
Number of banks 8 12 8 15 20 11 21 21 
Commissions and fees from: 
Ps 5 00 60cnesc300tsn0nesessccesopeccese 23 12.8 22.5 14.5 13.9 17.8 21.¢ 25.1 -- 
THs 5 6.0.00:0660006n800ns00n0eceseecceccese 63.8 53.9 46.2 32.4 39.5 58.4 43.6 48.6 L, 
Pension and profit-sharing trusts.......... 2.0 3.8 $.5 wa. 10.7 2.9 7.2 9.2 an 
AGPRCIEB so ccccccccccccccccccccccccccccccece 10.5 29.5 25.8 39.0 35:9 20.9 28.3 17.1 Eb 
Total income........+. eee rereeseeseseeee 100.0 100.0 100.0 100.0 100.0 100.0 100.C 100.0 100 
NE IIR so ck cccccncusscccisconccasicccs 81.7 138.5 66.4 129.3 132.4 112.7 ou.€ 99.7 BE 
Trust department net earnings (+) or 
losses (-) before income taxes......... +18.3 -38.5 +13.€ 29.3 -32.4 -12.7 25.4 +.3 + 
Allowed credits for deposits..........se.0--+ 27.0 15.5 €.4 41.1 32.7 20.7 8 
Trust department net earnings (+) or 
losses (-), adjusted for deposit credits. +45.3 -23.0 +20.0 #11.6 +.3 +8. +16.4 411.1 + 
Memorandum figures: 
Average rate allowed on deposit credit 
Ca tansucsebahacambashetiedadndeie 2.2 1 2; 
Number of banks allowing deposit credit.... 8 ? 7 13 1 
Dollar amount of total commissions and fees $1,277,556 $773,386 $4,474,905 $3,544,219 $1,012,77% 





Note: The ratios are derived fvcm 
Before adjustment for deposit credits. 


azsregate dolla. 


totais and not averages cf individual bank ratios. 


*Based on reported rates only; excludes banks which do not allow a credit for deposits. 





Rates ranged from 0.75% to 3.0% with 
an average of 2.1%. 


Table I shows in terms of percentages 
of total gross income: the origin of the 
commissions and fees; total expenses, 
resulting net earnings or losses before 
income taxes; allowed credits for de- 
posits; and net earnings or losses ad- 
justed for these credits. While all types 
of accounts except estates resulted in net 
profits after adjustment for deposit 
credits allowed, the survey states, corpo- 
rate trusts and corporate agencies 
proved more profitable from an opera- 
tional standpoint. 


The cost of salaries, wages, retire- 
ments, personal insurance and other ex- 
penses related to salaries varied from 
63% to 70% of total expenses, depend- 
ing on the group of banks studied. Total 
personnel expenses, including directors’ 
and trust committee fees, represented a 
slightly higher proportion of all ex- 
penses among the profitable departments 
than among those with annual net losses. 
































. t oO . — 
TABLE II. 1956 DISTRIBUTION OF EXPENSES FOR COMMERCIAL BANK 
re ~ 
TRUST DEPARTMENTS 
(Per cent of total expenses) 
31 banks with total 31 banks with 
commissions and fees of: total commissions 21 banks 
Under $100,000 Over $100,000 and fees of reporting expenses 
Net Net Net Net 15 banks with Under Over by t of account 
Item profits losses profits losses# net losses# $100,000 $100,000 Sekesar! Corporate 
Number of banks 8 12 8 3 15 20 ll 21 21 
Expenses: 
Salaries and wages: 
Officers 30.1 33-7 30.3 17.9 22.8 32.4 27.0 29.3 18.5 
Buployees 34.8 23.8 33.3 37.2 33.0 27.8 34.4 32.0 41.0 
Pensions and retiremen' 2.7 3.1 4d 6.7 5.4 2.8 5.0 5.1 5.6 
Personnel ineurance-....... oe 4 6 9 9 8 -6 9 9 1.0 
Other expenses related to salaries... 8 1.5 1.0 2.7 2.4 1.3 1.5 1.2 2.7 
Occupancy of quarters.........eseeeee 5.5 3.8 6.4 5.5 4.9 4h 6.2 5-3 6.2 
Purniture and equipment.......6.--0+« 1.3 1.6 2.5 3.9 3.2 1.5 2.8 2.6 2.6 
Stationery, supplies, and 3.0 2.6 3.8 uh 3.9 2.8 4.1 3.8 4.6 
Telephone and telegraph.... eee 6 1.5 8 Py 1.0 Fe 8 9 9 
Advertising... .ccecrsccccsecesceres 2.2 3.3 1.8 1.9 A 2.9 1.8 1.8 1.2 
Directors’ and trust committee fees.. 2.4 1.0 5 «1 4 1.5 4 af 4 
Legal and professional fees.........+ 13 1.2 4 9 1.0 1.2 5 P, 6 
Pericdic@le and investment services.. 9 1.21 9 5 7 1.0 8 1.0 3 
1. 5 4 4 4 of 4 =) 3 
2.1 4.3 2.9 4.7 4.6 3.5 3.3 3.5 3.4 
89.2 83.6 90.3 88.4 86.9 85.6 89.9 89.2 89.3 
10.8 16.4 9.7 11.6 13.1 1b.k 10.1 10.8 10.7 
\ 
Total GxPOMSes. on. cs ccceeeceererces 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Related items: 
Dollar amount of total expenses...... $1,690,850 $871,538 $4,232,320 $3,534,859 $877,789 
Average number of officers..........- 1.2 1.7 10.4 6.7 2.8 1.5 9.4 4s 1.¢ 
Average ‘number of loyees.......... 3.7 3.8 37.3 42.3 12.1 ee 38.7 iu.4 6.2 





Note: The ratios are derived from aggregate dollar totals and not average of individual bank -ratios. 


#Before adjustments for deposit credits. 
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On the other hand, advertising was a 
slightly larger proportional expense 
among the departments that showed an- 
nual losses. An analysis of expenses for 
the several groups of banks considered 
is given in Table II. 

The carrying value of 9.291 personal 
accounts for the 31 departments totaled 
$884,.984,619. Of this amount personal 
trusts accounted for more than half in 
number (6.442) and nearly half in value 
($436,890,811). In addition, corporate 
trusts numbered 542 and had a carrying 
value of $693,751,.856. 


A A A 


10th District Trust Earnings 
Hold Firm 


Trust department earnings for mem- 
ber banks in the tenth Federal Reserve 
District averaged 2.47 of total earnings 
for both 1955 and 1956, according to a 
report from the Federal Reserve Bank 
of Kansas City. The average covers only 
those banks reporting trust department 
earnings. In the over $50-million deposit 
size Group, average trust department 
earnings were 4.8% of total earnings. 
Within this group, the 50% of banks 
with the highest ratios of net current 
earnings to capital accounts, averaged 
trust department earnings amounting to 
4.9% of total earnings; and for the 
25% of banks with the highest net cur- 
rent earnings to capital accounts ratios 
the trust department earnings repre- 
sented 1.8% of total earnings. 


A A A 


@ Total assets of Bank of America at 
the end of the second quarter topped the 
$10 billion mark with runners-up Chase 
Manhattan Bank, New York, $7,524 mil- 
lion, and First National City Bank, New 
York, $7,434 million (plus $139.5 million 
for its affiliate, City Bank Farmers Trust 
Company). 
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New England Trust Earnings Up 


Trust department earnings in New 
England gained in 1956 over 1955, the 
Federal Reserve Bank of Boston reports 
in its June 1957 Business Review. 

For ten banks with trust income ex- 
ceeding $500,000, total trust depart- 
ment income for 1956 was $22,794,000 
representing an increase of 13.4% over 
1955. The 34 reporting banks with trust 
income from $20,000 to $500,000 
showed a total gain of $4,485,000 or 
19.5%. In both groups there were in- 
come gains in every category except 





TRUST DEPARTMENT INCOME AND EXPENSE 


Surveyed New England Banks, 1956 
(A ts in th ds of dollars) 






































10 banks with trust 34 banks with trust 
income exceeding |income from $20,000 
$500,000 in 1956 to $500,000 
eo Cent Per Cent 
ange Ch 
1956 From 1956 from 
1955 1955 
Income 
Commissions end fees from: 
ee EERE Sey $ 2,438 +14.6 $1,019 +36.8 
Personal trusts. ......... 11,088 +13.3 2,458 +16.4 
Pension trusts ates 581 +27.7 73 +17.7 
Personal agencies.... 4,779 + 89 828 +12.3 
Corporate trusts. ...... 607 —- 1.3 24 — 7.7 
Corporate agencies... . 3,301 +21.3 83 +169 
Total...............] $22,794 | +13.4 | $4,485 +19.5 
Expenses 
Salaries and wages........] $10,012 | +13.3 $2,183 + 89 
Officers "ree $ 3,468 + 59 $1,159 + 8.1 
re Other employees..... 6,544 +17.7 1,024 +99 
Other direct expense. . 4,360 + 6.1 1,024 +10.0 
Overhead nets 2,387 +925.1 416 + 9.8 
Total $16,759 | +12.8 $3,623 + 9.3 
corporate trusts, where income went 


down 1.3% for the larger departments 
and 7.7% for the smaller ones. 


In the same period expenses rose 
12.8°7 for the larger departments and 
9.3°, for the smaller. 

A A A 
New York Banks Hold $8 


Billion in Pension Trusts 


Pension and other employee welfare 
funds held by banks in New York State 
as of last November aggregated $8.4 
billion, reflecting “‘a continuation of the 
striking growth of such funds, present- 
ly at the rate of $1 billion a year,” ac- 
cording to a study released by William 
R. Brennan, Jr., Deputy Superintendent 
of Banks. These assets belonged to 2,706 
funds of all types held by banks in New 
York. covering 5,470,690 employees, of 
whom 1,341,739 or 24.53 per cent, were 
employed in the state. The average num- 
ber of employees covered by each fund 
Was 2,022, and the average dollar re- 
serve for each employee was $1,540. 

ir. Brennan explained, in a mem- 
orendum to all employee welfare funds, 
ba»ks with trust powers and actuaries, 
thai only those funds which are “estab- 
ised or administered” jointly by one 
more employers and one or more 
“or organizations are required by the 

’ York State Employee Fund Act to 
rr ister with the New York State Bank- 
in: Department. He also explained that 

is covering fewer than twenty em- 
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TO A PROFESSIONAL DEGREE! 
BRUCE BAIRD 


President, National Savings and Trust Company, Washington,,D. C. 


¥ IS NOT SURPRISING THAT THOSE WHO 
spend their lives in the banking pro- 
fession should covet the kind of recogni- 
tion that has for so many years been 
granted to those who, after appropriate 
years of preparation and study, in the 
ministry, law, medicine and other pro- 
fessions, have become Doctors of Divin- 
ity, Bachelors or Doctors of Law, Doc- 
tors of Medicine, and so on. 


In preparation for our law degree we 
expended no more in time and energy 
than do those young bankers who have 
moved up the line as apprentices in 
banking operations, in their studies at 
the American Institute of Banking, and 
more years at the Graduate School of 
Banking with its final test an acceptable 
thesis. While this work leads to appro- 
priate recognition on their personnel 
records, what can they add after their 
signatures comparable to DD, LLB. 
LLD, or MD? The trained banker is a 
professional, but is not publicly recog- 
nized as such. 

Quite properly, the candidate for a 
degree must meet the requirements, in 
the higher educational institutions, of 
certain conventional training in _lan- 
guages, commercial law, 
pyschology and similar cultural subjects 
to round out concurrent training in 
banking schools and it is yet to be 
established what credits toward the de- 
gree will be allowed for years of train- 
ing by the American Institute of Bank- 
ing and Rutgers University. 


Does the local Chapter of the Ameri- 
can Institute of Banking maintain an 
adequate library; does it maintain an 
appropriate staff including a full time 
Dean? These requirements cannot al- 
ways be conveniently met. How much 
credit may the University allow for these 


economics. 


courses? What total of hours: must be 
spent in banking school classes and in 
the Universities to secure the accredita- 
tion required, for example. by The 
Middle States Association of. Colleges 
and Secondary Schgols? :: 


There is no lack of co@peration on the 
part of the local universities*from which 
we have received most ‘valued assist- 
ance for many years, and which are do- 
ing all they can to Goordinate their plans 
with ours. We are not.at:all sure that ef- 
forts to this end can suryive the obstacles 
that regulations. and. requirements of 
higher education impose, but the pro- 
ject has had the active support of such 
leaders as the Honorable Ray M. Gidney, 
Comptroller of the Currency. Homer J. 
Livingston, Fred F. Florence and Erle 
Cocke—all past Presidents of the Ameri- 
can Bankers Association — Herbert V. 
Prochnow, a nationally known leader in 
banking education, and Leroy Lewis. Di- 
rector of Education of the American In- 
stitute of Banking. 


We ask that those who are coming 
along in banking careers become en- 
titled to add to their signatures the 
letters BB (Bachelor of Banking) or 
BBA (Major in Banking). Would this 
not simplify our rating and qualifica- 
tions wherever we may go: would this 
not make us more available for jobs 
anywhere in the banking field; would 
this not make us more willing to stay 
long years with the profession: would 
this not develop a higher prestige for 
banks and banking? 





EpItTor’s NOTE: We requested Mr. Baird to bring 
this matter to our readers because of the merits 
and because of his pioneer work with university 
officials locally. Whether a college degree or a 
professional designation similar to the €.P.A. or 
C.L.U., proper educational recognition is clearly 
one of the greatest needs of the banking and 
trustee field. 





ployees were exempted from registering 
under the statute. Further, funds admin- 
istered solely by employers or labor or- 
ganizations are not subject to the law. 
Thus, only 160 of the 2,706 funds held 
by banks, with assets of less than $200 
million and covering only 641,000 em- 
ployees, were required to register with 


the Banking Department or the Insur- 
ance Department, being. jointly adminis- 
tered. 

The following table shows the vast 
majority of funds held by banks are 
pension funds (figures: in parentheses 
representing percentage to nearest whole 
number) : 


Assets Employees 

Funds (in millions) (in thousands) 
SE oe 1931 (71) $7,699.3 (91) 4,627.4 (85) 
Profit Sharing -............20-.2.........  659(24) 401.5 (5) 167.9 (3) 
Theitt or Savings — ci... 41 (2) 241.1 (3) 205.3 (4) 
Welfare. & Miscellaneous’ ..;..-.---. 75 (3) 86.4 (1) 470.1 (9) 


iss) 
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FOR AN ADDED VACATION THRILL 


see America the BOUNTIFUL 


VISIT THE ANACONDA COMPANY'S REDUCTION WORKS AT sien 
ANACONDA, MONTANA — WHERE MODERN METALLURGICAL 

MAGIC TRANSFORMS MILLIONS OF TONS OF ORE INTO yaNN Nore} tay 4\ 
MANY USEFUL METALS AND CHEMICAL PRODUCTS. Company 


Within an easy drive of Yellowstone Park’s scenic splendors is 
another spectacular facet of America’s rich heritage. It’s the famous 
Anaconda Reduction Works at Anaconda, Montana, 26 miles northwest 
of Butte. Include a visit to Anaconda in your plans if you’re heading out 
Yellowstone way.-A.-contrast.:to:.majestic_ waterfalls and panhandling 
bears, what you’ll see at Anaconda will join them as memorable high- 
lights of your trip. 





The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 


You’ll see the concentrators,. smelters, electrolytic reduction plants, that Anaconda Sales Company 
have made the Anaconda Reduction Works one of the foremost operations International Smelting and 
of its kind. Towering over all like a sentinel, you’ll see the famed “Big Refining Company 


Stack,” higher than the Washington Monument, from whose base — by a 

system of electrical precipitation — many tons of valuable material are 

reclaimed from furnace gases. You’ll see batteries of giant rod and ball mills, able to grind more than 40,000 
tons of ore to sand-grain fineness in a day, and molten copper pouring from converters and casting furnaces. 
These, and other facilities you’ll see at Anaconda will, in a typical year, contribute to America’s economy 
some 260,000,000 pounds of copper, 160,000,000 pounds of zinc, thousands of tons of manganese, sulphuric 
acid, superphosphate, mixed fertilizer and other varied products. 


The Anaconda Company extends a cordial invitation to “come see us” when you’re in Montana, at Anaconda, 
Great Falls, Butte, or at the Anaconda Aluminum Company plant at Columbia Falls. At many of the Com- 
pany’s facilities you may take expertly guided tours, above ground and below. We’ re sure your visit will give 
you a new pride-and appreciation of your America the Bountiful. : 57272°A 
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PROFESSIONAL INVES@ORS DIGEST 


Sidelights 


























CHANGING PATTERN IN UtiLiry Stocks 


A change has gradually been taking 
place in the investment philosophy of a 
growing number of institutional buyers 
toward utility common stocks which 
could have a real effect on the ability of 
certain utilities to finance with common 
stock. Its general adoption could also 
have an important bearing on relative 
market prices for individual stocks, both 
short and long term. If it is permanent 
we may have to adjust our philosophy 
of values whereas if it is transitory the 
problem may solve itself in a reasonably 
short time. 


Until the sharp rise in money rates in 
recent institutional investors 
bought good quality utility stocks for in- 
come, since the yield was generally 
better than on bonds, and sometimes 
better than on good preferred stocks. 
Utility common stocks tended to grow 
in earnings and dividends but fast 
growth as such was not the impelling 
factor. Yield and gradual growth were 
the reasons for buying utility stocks but 
more recently this philosophy has been 
changed by an increasing number of 
institutional buyers. 


months, 


Buyers now insist on good and above 
average growth potential in earnings per 
share rather than income or yield as a 
requisite to the selection of electric and 
itility stocks. Growth in revenues is 


Important, of course, but growth in per 


gas 


share earnings is now the real require- 
men! of those who follow this idea. That 

| Is \ny the small group of “fast growth” 

) util’'y stocks has been in such strong 
demand. More and more institutional 
buyrs appear to be changing their re- 
quivcment on at least a part of their 
ull selections to stocks seeming to 
ha. a potential of fast, well above aver- 
‘in 


& crease in per share earnings rather 
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. Trade Winds , 
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than yield, because income can now be 
satisfied with bonds and preferred 
stocks. 


If money rates rise further, this 
change in emphasis could become more 
pronounced. And even if money rates 
were to ease moderately, there is no 
assurance that this trend would be re- 
versed importantly by those who have 
adopted it. It might take a sizable de- 
cline in money rates, or a sharp market 
adjustment in utility stocks, to reverse 
the process, because the yield spread 
between utility bonds and common 
stocks is about the narrowest ever. 


While the theory of a “normal” 
spread between utility bonds, preferred 
stocks and common stocks may not have 
the effect it seemed to have two or three 
years ago (since the spread has nar- 
rowed much farther than the theory of 
the yield spread would indicate as being 
likely) the fact remains that somewhere 
along the line it must widen through 
market adjustment of one or another of 
the indexes. Our guess is that the yields 
on utility common stocks (excluding the 
fast growth issues) may rise, with a 
decline in prices. 


Several people have asked why utility 
common stock averages have risen this 
year while money rates have been rising 
so sharply. They thought utility stocks 
should declined as money rates 
rose. A study reveals that some utility 


have 


stocks have risen sharply, but many 
others have done very little and most 
indexes include both fast and_ slow 
growth stocks. There has been a_ per- 
ceptible increase in selectivity. There 
seems to be no such thing as a really 
comparable utility average any more. 
Each stock is on its own and perhaps 
may have to be for some time until the 
market has given its new classification. 
If this is so, then it follows that those 
managements who realize this fact, and 
start to tailor their financing plans to 
requirements of the market, will have 
the best chance to get a good grade in 
this all-searching examination under 
way by more and more professional an- 
alysts. 


Not all institutional buyers are likely 
to change to this fast per share “growth 
utility stock” idea. But if present high 
money rates persist, and particularly if 
they rise further, more _ institutional 
buyers may require either much more 
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yield than the 5% or less available on 
numerous slower growth stocks, or well 
above average per share growth pros- 
pects as an alternative. The stock that 
cannot return a higher yield in a reason- 
able time through a higher dividend, or 
that is not in a position to reflect above 
average growth in earnings, could find 
the going less satisfactory. 


The analyst is faced today with the 
necessity of carefully going over each 
company to ascertain what the chances 
are of its common stock earnings grow- 
ing at an above average rate, or of rais- 
ing its dividend enough to return a 
really good yield—close to 6% as a 
minimum. Many companies are not in a 
position to do either of these right away. 
Some may seek rate relief and .thus 
move into a much better position within 
the next six to nine months. 


Many utility stocks are not basically 
“fast growth” stocks. Except in 
of rapid expansion like the present, 
growth in earnings for the average 
utility stock is not really rapid. Utilities 
can grow only at the rate they increase 
their rate base. They are still regulated, 
although the market acts as if some are 
not. The recent rate cut demand of the 
Florida Commission against two Florida 
utilities is a case in point. The regula- 
tory commissions generally have reason- 
ably current figures and can figure the 
rate of return at any time. They are in- 
clined to be lenient where a company is 
growing fast, as rapid growth in plant 
or capitalization can reduce the rate of 
return fast unless gross income keeps 
rising commensurate with expansion in 
rate base. So they usually do not require 


a period 


a rate cut unless earnings become really 
excessive according to their measure- 
ments. But the idea that a utility can 
keep all it can earn is basically wrong. 


We have an idea that the utility mar- 
ket may show a gradual and moderate 
further decline, which to some degree 
may also affect the fast growth group. 
The market may go too far in its attempt 
to reappraise individual issues and some 
real bargains may appear in the process. 
Just how long this adjustment will take 
no one can say, except that it could be 
speeded up sharply if any real selling 
came into the utilities. The reason many 
of them act as well as they do is lack of 
selling pressure rather than great de- 
mand. 


~) 
ui 
~I 








£ 


A utility company earning a relatively 
low rate of return can also show sharp 
improvement in earnings if it can get 
rate relief. A number of companies are 
now asking for relief and more will do 
so before the end of the year. In gen- 
eral we think relief will be forthcoming, 
although maybe less than requested, and 
the time required may be prolonged in 
some cases. 


What should holders of utility stocks 
do now? We recommend they retain 
their present holdings for the time being. 
There is no good reason to hurriedly 
dump good holdings. They are not fac- 
ing any important drop in earnings. At 
worst, some companies may find that 
their stock has less of an institutional 
following than it had, and has sold down 
to some extent in market price for this 
reason. There is no good reason to be- 
come seriously alarmed. This is not a 
sudden development — it has been go- 
ing on for some time, but the sharp rise 
in yields on new issues has tended to 
emphasize it. 


THeron W. LOcKE 
GOODBODY & CO. 


Union INVESTMENT THAW AHEAD? 


In one generation, labor leaders have 
built their unions from economic insig- 


¢ 


nificance into a powerful part of @ur 
industrial system. They have mnt 
colossal strides towards their most im- 
portant goal — the increased bargain- 
ing power of the worker. Until recent 
years, however, problems of financial 
management were not of primary con- 
cern. Union treasuries have grown so 
large today that every union officer now 
recognizes that experienced financial 
management is of major importance. 


The typical union officer learned his 
trade when union treasuries were com- 
paratively empty. He had to spend a 
considerable part of his time attempting 
to raise sufficient money to meet the 
weekly payroll throughout the ’30s and 
early "40s when the major problem was 
lack of capital, rather than the complexi- 
ties surrounding investment of large 
sums. 


It has been estimated that union 
officials are presently responsible for in- 
vesting approximately $2 billion dollars 
in pension, health and welfare, vacation, 
strike and general treasury funds. These 
separate types of funds call for distinct 
methods of investment to achieve their 
different goals. This takes investment 
experience rarely available within the 
ranks of labor. 


A majority of trade unions have fol- 


lowed an ultra-conservative policy be. 
cause of general lack of experience in 
investment matters. The union official 
feels that his most important fiduciary 
responsibility is to safeguard the funds 
for the beneficiaries. In fact, the Ethical 
Codes recently adopted by the AFL-CIO 
stress that the primary responsibility js 
security of capital. Historically, the net 
result of this philosophy has been that 
most unions limited their investment to 
government obligations which satisfied 
the demand for safety of dollar princi. 
pal. 


Faced with the lack of trained in. 
vestment personnel, unions have often 
provided restrictions which tend to limit 
unsound investment. For example, the 
International Association of Machinists 
restrict investment to U. S. or Canadian 
government bonds and other securities 
approved by the U. S. District Court for 
the District of Columbia. The Inter. 
national Ladies Garment Workers Union 
restricted its investments to U. S. gov- 


ernment obligations, but in the past year | 


realizing the need for better return, this 
union extended its range to include gov- 
ernment guaranteed mortgages. Such in- 
vestment patterns are the rule, rather 
than the exception, in union circles. 


(Continued on page 785) 
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This is under no circumstances to be construed as an offering of these securities for sale, or as an offer 
to buy, or as a solicitation of an offer to buy, any of such securities. 


150,000 Shares 


United States Steel Corporation 


Common Stock 
(Par Value $1624 per Share) 





Price $70.75 per Share 





Smith, Barney & Co. 
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=} BONDS HELD IN COMMON TRUST FUNDS 


ONDS HELD IN 228 Common TRUST Gas & Electric (63), Consolidated Edi- 
Funds as of the last quarter evalua- son (60), Tennessee Gas Transmission 
tion date of 1956 totaled $729.8 million (59), Southern California Edison (58), 


recently to have made an annual report. 
The only corporation whose bonds 
were held by more than half of the 228 

















10 | out of a complete aggregate portfolio of funds was General Motors Acceptance, and General Motors (57). 
. 4 We . ° e 
is |— $1.960 million. These 228 funds repre- held by 119 funds. Companies whose The bonds of 63 companies not in- 
net | sent all Common Trust Funds operating bonds were held by one quarter or more cluded in 1955 were in the 1956 list, 
nat |’ under Regulation F of the Federal Re- of the funds included American Tele- while 33 companies listed in 1955 no 
to serve Board except cemetery and vet- phone & Telegraph (105), C.1.T. Finan- longer appeared. Altogether 471 com- 
ied erans funds and funds established too cial (68), General Electric (68), Pacific panies were represented in 1956. 
1Cl- 
No. Funds No. Funds No. Funds No. Funds 
Holding Holding Holding Holding 
in 1955 1956 1955 1956 1955 1956 1955 1956 
GOVERN MENTAL Celanese - 6 65 PetroLteum, Mrininc & Metats’ Consol. Natural Gas 31 28 
ten : Celotex : mid 2 0 Consumers Power 31 41 
mit U. S. Savings = 167 169 Champion Paper & Fib. 3 2 Algom Uranium Mines 1 1 Dallas Pwr. & Let. 4 7 
U. S. Savings “H 9 16 Charmin Paper Mills - 2 2 Allegheny Ludlum Steel . 0 3 Dayton Pwr. & Let. 12 10 
the U. S. Savings “K”’ 98 116 City Ice & Fuel 1 1 Aluminum Co. of Amer. 60 40 Delaware Pwr. & Let. 4 4 
+ U. S. Treasury Bonds 159 158 Combustion Eng. 2 2 Aluminum Co. of Canada 8 9 Detroit Edison 36 46-337 
ists U. S. Treas. Notes, Bills & Container 8 5 Anglo Amer. Exploration 1 1 Duke Pwr. 11 12 
ian Cert. Indebt. 36 61 Gontinental Can 6 5 Ashland Oil & Refin. 3 3 Duquesne Let. 18 17 
Central Bank for Coopera- Crane 3 1 Atlantic Refin. 28 28 Eastern Gas & Fuel Assn. 1 1 
lies ee 9 2 Deere , 4 11 12 Bethlehem Steel 20 15 El Paso Nat. Gas 6 2 
for Cons. Fed. Farm Loan q 4 Diamond Alkali 4 4 Cities Service —____. 11 8 Empire District Elec. 1 1 
Farmers Home Admin. 2 1 Dow Chemical 25 18 Commonwealth Oil Refin. 0 1 Equitable Gas 4 4 
ter- Fed. Home Loan 7 7 Fairbanks, Morse 1 1 Consolidated Denison Mines 0 1 Essex County Elec. 1 1 
‘0 Fed. Inter. Credit Bank 1 4 Firestone Tire & Rubber 24 20 Continental Oil 19 13 Florida Pwr. 14. 19 
n Fed. Land Banks 21 47 Food Mach. & Chem.| 1 2 Detroit Steel 0 8 Florida Pwr. & Let. a 
rOV- Fed. Nat. Mtge. Assn. 7 8 Fruehauf Trailer 1 4 Great Northern Oil 1 1 Gas Service 2 1 
} Inter. Bank for Rec. & Dev. 30 21 Gardner-Denver 0 2 Inland Steel 3 12 Gatineau Power 1 1 
ear U. S. State & Local 33 “6 General Dynamics 4 5 Int. Min. & Chem. 10 7 General Telephone 0 10 
this Commonwealth of General Electric 0 68 #&£«,.;Keiser Aluminum & Chem. 3 1 General Telephone (Cal.) 1 3 
Australia 2 2 General Motors 61 57 Minn. Mining & Mfg. 1 1 Georgia Pwr. 16 20 
,OV- Kingdom of Belgium 1 1 General Shoe 3 2 National Steel 8 12 Gulf Pwr. 3 3 
in- Dominion of Canada 5 3 Gerber Products 1 1 Philips Petroleum 0 3 Gulf States Utilities 7 14 
Canadian Provincial 32 37 B. F. Goodrich 5 3 Shamrock Oil & Gas 2 2 Hackensack Water 1 0 
her Canadian Municipal 7 10 Ww. R. Grace 5 7 Shell Union Oil 9 7 Hartford Electric Let. 2 2 
- = Heyden Chem. .. 1 1 Sinclair Oil 9 12 Hawaiin Elec. 1 1 
Drucs, Foops, Tosacco Houdaille-Hershey 2 1. Skelly Oil 1 0 Hawaiin Tel. 1 1 
Amer. Tobacco 31 26 Koppers 2 4 Socony Mobil Oil 1 1 Home Gas ‘ ie : 1 
Anheuser-Busch 1 1 Lockheed Aircraft 1 3 Standard Oil (Ind.) 24 5 Houston Let. & Pwr. 11 17 
Borden 6 4 Louis Allis 0 2 Standard Oil (N.J.) 11 12 Idaho Pwr. 2 2 
neuer Canada Dry ? 0 3 McWane Cast Iron Pipe 1 1 Standard Oil (Ohio) 2 2 Illinois Bell Tel. 15 12 
Consolidated Cigar 1 1 Mack Trucks 0 1 Sunray Oil 2 2 Illinois Pwr. 8 18 
Continental Baking 5 3 Mead . 2 2 Superior Oil 0 14 Indiana Gas & Water 0 1 
Cudahy Packing 1 0 Minneapolis-Honeywell 6 13. Texas 11 13 Indiana & Michigan Elec. 17 12 
Foremost Dairies 3 4 Minn. & Ont. Paper 3 3 Tide Water Ass’d. Oil 0 17 Indianapolis Pwr. & Let. 1 3 
General Foods 10 7 Mus Kogee 1 1 Toklan Oil 1 0 Iowa Pwr. & Let. 3 3 
Libby, McNeill & Libby 1 1 National Cash Register 0 1 Union Oil (Cal.) 15 2 Iowa Public Service 4 5 
P. Lorillard 19 17 National Container 4 6 Union Sulphur & Oil 2 2 Jamaica Water Supply 0 1 
McKesson & Robbins 1 0 Olin Mathieson 3 3 U. S. Steel 4 5 Jersey Central Pwr. & Let. 4 5 
National Dairy Prod. 29 19 Owens-Illinois Glass 1 1 Vanadium 1 3 Kansas City Pwr. & Let. 5 4 
National Distillers Prod. 2 1 Peabody Coal 2 6 Wheeling Steel 3 4 Kansas Gas & Elec. 4 5 
National Tea 3 9 Pennsylvania Salt - 0 4 Kansas-Nebraska Nat. Gas : 2 
Pillsbury Mills 6 5 Pittsburgh Coke & Chem. 3 3 Pusuic UTimities Kentucky Utilities 6 11 
Quaker Oats 0 1 Pittsburgh Consol. Coal 2 1 Laclede Gas 8 7 
Ralston Purina 2 2 Pittsburgh Plate Glass 17 7 Alabama Gas 1 1 Lewiston Gas Let. 1 1 
R. J. Reynolds 8 8 Procter & Gamble 0 22 Alabama Pwr. 23 24 Long Island Let. 13 18 
Jos. E. Seagram & Sons 1 1 Rheem Mfg. 3 4 Amer. & Foreign Pwr. 3 4 Louisiana Pwr. & Let. 6 4 
Sterling Drug 12 11 Riegal Paper 1 0 Amer. Gas & Elec. 13. 12  #Louisville Gas & Elec. 4 4 
United Biscuit 4 1 Scott Paper 0 20 Amer. Tel. & Tel. 97 105 Lynn Gas & Elec. 1 0 
Wilson & Co. 2 2 Selected Industries 1 0 Appalachian Elec. Pwr. 27 22 Metropolitan Edison 6 4 
— ‘ A c Standard Coil Products 1 0 Arkansas Pwr. & Let. 15 14 £Michigan Consol. Gas 25 24 
FINANCIAL & INSURANCE Stauffer Chemical 2 4 Atlanta Gas Let. 0 5 Milwaukee Gas & Let. 3 5 
Amer. Invest. of Il. 2 3 Sylvania Elec. Prod. - 9 11 Baltimore Gas & Elec. 5 9 Minn. Pwr. & Let. 4 3 
Associates Invest. 24 26 Thompson Products 1 1 Bell Tel. Co. of Penna. .. 5 10 Mississippi Pwr. 3 4 
Beneficial Finance 5 6 U.S. Plywood 6 5 Birmingham Elec. 1 1 Miss. Pwr. & Let. 2 1 
C.LT. Financial .. : 56 68 U.S. Rubber 2 1 Blackstone Valley Gas & Miss. River Fuel 1 0 
Commercial Credit 25 40 Walworth and 1 0 Elec. 1 1 Monongahela Pwr. 3 2 
Cortland Equip. Lessors 12 12 W. Va. Pulp & Paper 6 5 Boston Edison s 6 Montana-Dakota Utilities 2 2 
Finance Co. of Amer. 0 1 Westinghouse Air Brake 7 8 Brooklyn Union Gas 3 1 Montana Pwr. & 7 
General Finance 1 1 Westinghouse Electric 2 2 Buffalo Niagara Elec. 5 3 Mountain Fuel Supply 4 3 
Gen. Motors Accept. .... 114 119 Whirlpool Seeger 0 2 California Edison 0 1 Mountain States Tel. & Tel. 0 4 
Household Finance 10 19 York 3 4 California Elec. Pwr. 4 5. Mystic Valley Gas .- 1 1 
Lehigh Coal & Navigation 0 1 California Oregon Pwr. 3 7 Narragansett Elec. 3 3 
Pacific Finance _. 14 15 MERCHANDISING & MISCELLANEOUS California Water Service . 2 2 National Fuel Gas _.. 4 4 
Southwestern Invest. 0 1 Allied Stores 0 2 Carolina Pwr. & Let. - 4 3 New England Elec. System 1 1 
st ve Loan & Finance 2 2 Amer. Optical —.. 1 1 Central Illinois Elec. & Gas 1 2 New England Pwr. 4 4 
Traders Finanee .. , 1 1 Baird (James W.) Bldg. Central Illinois Let. 1 1 New England Tel. & Tel.. 9 14 
l'vi-Continental 1 1 Assn. eee Ott tin eet, 1 Central Illinois Pub. Serv. 8 8 New Jersey Bell Tel. 5 7 
Ventures, Ti, 0 1 Cole Realy 1 0 Central Louisiana Elec. 1 1 New Jersey Pwr. & Let... 0 1 
- Curtis Publishing — 0 1 Central Maine Pwr. _ 4 7 N. Y. State Elec. & Gas 2 3 
INDUSTRIAL Thee. H. Davie... i 0 Central New York Pwr. 2 1 New York Steam 6 9 
Albed Chem. & Dye __ 60 50 Food Fair Stores eres 6 6 Central Pwr. & Let. 6 5 New York Tel. 14 18 
All's-Chalmers Mfg. __.. 1 0 Great Plains Dev. Co. of Central Vermont Pub. Serv. 2 2 Niagara Mohawk Pwr. 17 16 
\mer. Potash & Chem. - 4 1 CRN eet 0 1 Cincinnati Gas & Elec. - 6 4 North Shore Gas 2 3 
POCO Ce, 1 c tthe CG 1 Cleveland Elec. Ilum. 13 14 North. Illinois Gas 18 15 
Bristol Myers 4 4 May Dept. Stores - 10 10 Columbia Gas System 34 49 North. Ind. Pub. Serv. 2 2 
B Th Sn eS 2 1 Radio Corp. of Amer. 3 20 Columbus & So. Ohio Elec. & 9 Northern Nat. Gas 26 24 
B ngton Industries _.... 0 1 Roman Catholic Church 3 4 Commonwealth Edison 34 36 Northern States Pwr. 7 9 
Burrowes, eo 5 7 Safeway Stores _...... 0 1 Commonwealth Nat. Gas 0 2 Northwestern Bell Tel. 1 3 
J ea 3 2 Theatres Realty 0 1 Conn. Let. & Pwr. 1 6 Ohio Edison ia 
4 rpillar Tractor 1 0 Winn Dixie Stores 6 6 Consolidated Edison 56 60 Ohio Power 30 8=620 
i 
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No. Funds No. Funds No. Funds No. Funds 
Holding Holding Holding Holding 
1955 1956 1955 1956 1955 1956 1955 1956 
Okla. Gas & Elec. V 6 Tampa Elec. 0 2 Chicago, Rock Is. & Pac... 2 8 Atchison, Topeka & S. F. 5 6 
Otter Tail Power - 2 0 Texas Elec. Serv. 2 $ Chic. St: P:, Mina. & O.. 1 1 Atlanta & Charlotte Airline 1 2 
Pacific Gas & Elec. 68 63 Texas Pwr. & Lgt. ——..... 6 5 Del., Lackawanna & West. 3 6 Atlantic Coast Line _. ; 5 5 
Pacific Pwr. & Let. 12 11 Union Electric —_ 19 27 Denver & Rio Grande West. z 4 Baltimore & Ohio 10 10 
Pacific Tel. & Tel. - 38 52 United Gas pee 37 eS ae ee ee 5 5 Buffalo, Rochester & Pitts. 1 1 
Peninsular Tel. 0 1 United Gas Improvement .. 2 2 Florida East Coast 1 1 Canada Southern : : 1 0 
Penna. Elec. 6 7 Tone Coe... 0 1 Great Northern __.-.....- 7 8 Canadian National 2 1 
Penna. Pwr. 2 2 Utah Pwr. & Let. -. es. 8 10 Gulf, Mobile & Ohio - 2 3 Canadian Pacific —_.. 4 3 
Penna. Pv:r. & Let. | 5 Virginia Elec. & Pwr. ..... 17 18 Illinois Central - wr 11 10 Caralina, Clinchfield & Ohio A 4 
Peoples Gas Let. & Coke 18 11 Washington Gas Let. 2 2 Lehigh & New England 1 1 Central of Georgia 0 1 
Philadelphia Elec. 37 25 Washington Water Pwr. —. 13 11 leone tewe. .. 1 1 Chesapeake & Ohio 17 13 
Phila. Elec. Pwr. 0 2 West Penn. Elec. 1 1 Louisville & Nashville 11 7 Chicago, Burlington & Q.— 10 13 
Pineville Water 0 1 West Penn. Pwr. 22 7 Mo., Kansas & Texas 0 1 Chicago District Pipeline - 1 1 
Portland Gas & Coke 1 1 West Texas Util. 6 4 Missouri Pacific — fc 14 12 Chicago Great Western 3 3 
Portland Gen. Elec. 1 4 Westchester Let. 7 7 Nashville, Chatta. & S.L. - 1 1 Chic., Mil., St. Paul & Pac. 0 1 
Potomac Edison 2 1 Western Union ; 3 4 New York Central 15 14 Chicago & Northwestern _ 0 ] 
Potomac Elec. Pwr. 4 7 Wisconsin Elec. Pwr. 8 11 N. Y., Chic. & St. Louis - 4 5 Chicago, Rock Is. & Pac. 6 2 
Pub. Serv. Elec. & Gas 40 38 Wisconsin Mich. Pwr. 1 1 N. Y., New Haven & H. 5 6 Chicago Union Station 9 
Pub. Serv. of Colo. 6 5 Wisconsin Nat. Gas 3 1 Northern Pacific 8 14 Chicago & West. Ind. 12 10 
Pub. Serv. of Ind. 11 9 Wisconsin Pwr. & Let. 6 8 Pennsylvania 12 14 Cincinnati Union Term. 2 2 
Pub. Serv. of N. H. 2 3 Wisconsin Pub. Serv. 6 8 Peoria & Eastern 1 1 Cleveland, Cin., C.&S.L. 2 0 
Pub. Serv. of Okla. 3 2 Worcester County El. 1 1 Pittsburgh & Lake Erie 2 4 Cleveland Short Line 1 2 
Rochester Gas & Elec. 1 0 Reading 4 3. Cleveland Union Term. 1 0 
Rochester Tel. a 1 RaiLroap EQuipMeNtT Trusts St. L., Brownsville & Mex. 2 1 Colo. Interstate Gas Pipe 4 3 
Saguenay Pwr. 2 2 At'antie Coast Line 1 9 St. Louis, San Francisco 2 9 Columbus & Toledo 1 0 
San Diego Gas & Elec. 3 6 Baltimore & Ohio 5 7 Seaboard Air Line 13 15 Delaware & Hudson 7 6 
Savannah El. & Pwr. 2 6 Boston & Maine 0 1 Southern . 3 3 Denver & Rio Grande West. 2 2 
South Jersey Gas 2 2 Carolina, Clinchfield & O.. 1 1 Southern Pacific 21 27 Detroit River Tunnel 1 1 
South Pitts. Water 1 1 Central of Georgia 4 5 Spokane, Portland & Seattle 0 1 Detroit Terminal 1 0 
Southern Bell Tel. & Tel. - 7 15 Central of New Jersey 1 1 Texas & Pacific 2 2 Elgin, Joliet & Eastern 3 3 
Southern Cal. Edison 50 58 Central of Penna. 1 1 Virginian 0 1 El Paso & Southwestern 4 4 
Southern Cal. Gas 10 20 Chesapeake & Ohio 22 29 Wabash 2 1 Erie ‘ 1 1 
Southern Counties Gas 4 4 Chicago, Burlington & Q. .. 9 13. Western Maryland 2 2 Florida East Coast 1 0 
Southern Nat. Gas 24 19 Chicago & Eastern Illinois 2 2 Fort Worth & Denver 2 2 
Southern New Eng. Tel. ‘ 7 Chicago Great Western 1 1 TRANSPORTATION General Amer. Trans. 0 8 
Southern Union Gas 1 2  Chie., Indianapolis & L. 1 1 Akron, Canton & Youngs. 1 1 Grand Trunk Pacific 2 2 
Southwestern Bell Tel. 2 1 Chic., Mil., St. Paul & Pac. 6 5 American Airlines 2 1 Great Northern 1 1 
Southwestern Pub. Serv. 7 10 Chicago & Northwestern 12 12 Ann Arbor 1 1 Gulf, Mobile & Ohio 4 3 
a a TENNESSEE CORPORATION Mobii 
SODA a 
Apa TENNESSEE 
(fk /h¥ 
Fai gseay CORPORATION SOCONY MOBIL 
Hn > y re 
PES July 10, 1957 OIL COMPANY 
EAN Zs Reh ~ - INC 
ate A dividend of fifty-five ‘ 
LAT RA (55c) cenis per share was Dividend No. 186 
. declared payatle September ; 
h £ The Board of Directors on July 
Southern California oo Sees ae stockholders o 23, 1957 declared a quarterly divi- 
a record at the close cf busi- dend of 50¢ per share on the out- 
Edison Company ness Septemlter 11, 1957. standing capital stock of this 
Company, payable September 10, 
DIVIDENDS Joun G. GreenBuRGH 1957, tostoekholders of record at the 
f 61 Broadway Treasurer close of business August 2, 1957. 
The Board of Directors has New York 6, N. Y. . A.M.S : 
authorized the payment of eee ey eee 
the following quarterly divi- BETO OOOO COCO NORMALS 



















dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 30 

25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 7 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 39 

3012 cents per share. 


The above dividends are pay- 
able August 31, 1957, to 
stockholders of record Au- 
gust 5. Checks will be mailed 
from the Company's office in 
Los Angeles, August 30. 


P.C. HALE, Treasurer 
July 19, 1957 








YALE & TOWNE 


Declares 278th Dividend 
3712¢ a Share 


On July 25, 1957, 
dividend No. 27% 
td of thirty-seven 


\ | 
a= and one-halfcents 
per share was 


ANY 
b Cr declared by the Boarc 
we 2 
Q 









of Directors ou 
of past earnings, 
payable on 

Oct. 1, 1957, 10 


| stockholders of record 






=a \\ || |\\ at the close of busines 
| | Sept. 10, 1957. 
Xs f 
O°" wm. H.MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE MFG. Co. 


Cash dividends paid in every year since 1849 




















Pullman 
I ncor porated 


360th Dividend and 
91st Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on September 
14, 1957, to stockholders of rec- 
ord August 23, 1957. 

CHAMP CARRY 


President 
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No. Funds No. Funds No. Funds No. Funds 
g Holding Holding Holding Holding 
6 1955 1956 1955 1956 1955 1956 1955 1956 
6 Illinois Central oe 6 4 New York Central 1 0 Phila. Transportation 0 1 Texas Eastern Trans. _...... 1 1 
2 Interprovincial Pipeline 1 2 N. Y. Cent. & Hudson R. 2 2 Piedmont & Northern - 1 2 Texas & New Orleans ___.. 3 5 
5 Interstate Oil Pipe Line 1 1 N. Y., Chic., & St. Louis 8 6 =Pitts., Cin., Chic. & St. L. 4 4 Texas & Pacific 7 7 
0 Jacksonville Terminal 2 0 New York Connecting .. 5 3 Plantation Pipe Line 0 9 Tex. Pac.-Mo. Pac. Term. 
1 Jamestown, Franklin & C. 1 2 N. Y., Lack. & West. 2 2 Portland Terminal .. 2 2 R.R. of New Orleans _. 1 0 
0 Kansas City Southern 8 7 ##.N. Y., New Haven & H. 1 a Ol ee eee , 1 1 Toledo & Ohio Central .. 2 2 
1 Kansas City Terminal 2 2 New York Short Line 1 1 Richmond Terminal 1 1 Toledo Terminal 0 1 
3 Kentucky Gas Trans. 0 1 Norfolk & Western 1 1 St. Louis, San Francisco 8 2 Twin City Rapid Transit - 1 0 
4 Lakefront Dock & R.R. Ter. 2 1 Northern Central 1 1 St. Louis Southwestern 1 1 Union Pacie 3 2 
1 Lehigh Valley Harbor T. 1 1 Northern Pacific 16 13. St. Paul Union Depot 2 3 Unies Taek Car ........... 6 7 
13 Little Miami -.. 1 Norwich & Worcester 1 1 Seaboard Air Line 2 2 Va. & Southwestern —...... 1 1 
13 Louisville & Nashville 11 7 Okla., Miss. River Prod. - 0 1 Service Pipe Line 10 7 WR items 4 5 
1 Michigan Central 2 z Oregon & Nashville 0 1 Southern 3 2 Waban aT = 3 3 
3 Mo., Kansas & Texas 2 3  Oregon-Washington R.R. 15 12 Southern Pacific = 29 25 West Penn. Traction -... 1 1 
1 Missouri Pacific 0 3 Pacific Northwest Pipeline 1 1 South Pac.-Ore. Lines - 0 12 £Western Maryland 9 7 
l Montreal Transportation 0 1 Panhandle Eastern Pipeline 15 12 Southern-Memphis Div. 0 1 Western Pacific a 4 3 
2 Morris & Essex 1 1 Pennsylvania 25 30 Tenn. Gas Trans. 53 5B Western Rwy. of Ala. - 1 1 
1] New Orleans Termina! 3 2 Pere Marquette 9 8 Terminal Refrig. & Whsg. 3 3 Wichita Union Terminal 1 0 
10 New Orleans, Tex. & Mex. 1 0 Phila., Baltimore & Wash. 3 3. Term. R.R. Assn. of St. L. 1 1 Winston-Salem Southbound 0 1 
9 
0 
: RssAANSURAAAAARRNNAAAROINNARINIAAARIONIAAASEAIRONNNONONON SS 
; AMERICAN GAS °- TEXAS GULF SULPHUR COMPANY 
3 | AND ELECTRIC COMPANY The Board of Directors has declared a divi- 
0 7] dend of 50 cents per share on the 10,020,000 
} : : shares of the Company’s capital stock out- 
: Common Stock Dividend standing and entitled to receive dividends, 
2 5 ; payable September 16, 1957, to stockhold- 
1 0 A csv" quarterly dividend of thirty- ers of record at the close of business August 
0 six cents ($.36) per share on the 23. 1957. 
; | Common capital stock of the Company “ E. F. VANDERSTUCKEN, JR. 
3 | issued and outstanding in the hands of the nae Secrdlary. 
4 | public has been declared payable Sep- ‘ 
1 | tember 10, 1957, to the holders of rec- 
0 ord at the close of business August 9, | 
2 mas W. J. ROSE, Secretary | 
5 | July 24, 1957. | 
2 L : , petroleum 
4 ~ 
. corporation 
_ DIVIDEND NOTICE 
a eae nae ae The Board of Directors has declared ; 
a regular quarterly dividend of 25¢ 
per share on the common sto k of THE DAYTON POWER 
THE TEXAS COMPANY in gg ge uae AND LIGHT COMPANY 
220 stockholders of record at DAYTON, OHIO 
in oan as the close of business Sep- 140th Common Dividend 
onsecutive side 04 - 
Sr ee = ; tember 13, 1957. The Board of Directors has declared a 
\ regular quarterly dividend of R. L. To.ett, regular quarterly dividend of 60c per 
fifty cents (50¢) per share on President share on the Common Stock of the 
the Capital Stock of the Company Big Spring, Texas Company, payable on September 3, 
) has been declared this day, pay- 1957 to stockholders of record at 
: nk a Sehes ST, 0 eee as the close of business on August 15, 
stockholders of record at the close { 1957. 
3 iness f TUS 57 
of business on August 9, 1957, ee } GEORGE SELLERS, Secretary 
Che stock transfer books will re- se A 
ans % " s ° ugust 2, 1957 
} main open. Public Service Electric | . 
S. T. CrossLanp 
Vice President & Treasurer Ss and Gas Company | | 
July 26, 1957 oe NEWARK, N. J 4 
{ 
| | 
h. J. Reynolds 
QUARTERLY DIVIDENDS T h 
The Board of Directors has de- () aCCO Company 
clared the following dividends 
: for the quarter ending Septem- aa , 
ber 30, 1957: nites 
DIVIDEND : at Camel, Cavalier, Winston & Salem 
’ Class of Dividend . 
Quarterly dividend No. Stock Per Share cigarettes 
aoe . oes per share has 4.08% Cumulative Preferred . . . $1.02 Prince —- i Washington 
een declared on the Com- 4.14% Curaulative Preferred... 1.045 —— 
mon Stock of ‘ . - 
htm © & D 4.36% Cumulative Preferred... 1.075 
HEMICAL YE ivi 
Compamatene $1.40 Pins Preference. ... = QUARTERLY DIVIDEND 
RES. 66.0108. 0.0nie Oe 
payable September 10, A quarterly dividend of 80 
1957, to stockholders of All dividends are payable on cents per share has been de- 
record at the close of busi- or before September 30, 1957 clared on the Common and 
ness August 16, 1957. to stockholders of record August es Common meee 
RICHARD F. HANSEN ¢ ‘ompany, payable 
Secretary 30, 1957. September 5, 1957 to stock- 
July 30, 1957 F. MILTON LUDLOW holders of record at the close 
Secretary of business August 15, 1957. 
Continuous Cash Dividends N W.J. CONRAD, 
i Have Been Paid Si Secret 
| en Paid Since ary 
Organization in 1920 J PUBLIC SERVICE an oar mM. C. 
| CROSSROADS OF THE EAST 
mes BF Aucusr 1957 761 
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BLue Cures Ripe AcAIn— 
But For How Lone? 


It will be recalled that the blue chip 
stocks were the first to feel selling pres- 
sure during the last half of 1956 as 
numerous institutional, and some _in- 
dividual, holders: decided that a seat 
on the sidelines would be a good spot 
to await developments in business and 
world affairs, even at the price of a capi- 
tal gains tax. After a rather desultory 
performance for some months, this 
group has come to life with a vengeance 
since the beginning of the second quar- 
ter and has marked up tops which leave 
the 1956-57 lows far astern. Price-earn- 
ings ratios of these favored companies 
are now near to or above best previous 
levels and acceptance of their exalted 
state, and negligible income return, is 
based upon the usual “growth” factors 
so often cited. 


The degree of confidence in this dy- 
namic elite corps of stocks as exempli- 
fied by recent prices appears, at least to 
some onlookers, to have far outpaced the 
state of business which, while not point- 
ing downwards, still lacks buoyancy in 
its generally sidewise course. Possible 
adverse changes in the economy or fun- 
damental industry status or shifts in 
company position within the industry 
could, of course, spell a stiff loss or an 
extended sentence as involuntary in- 
vestor for the high-cost holder. Right 
now, sentiment is on the rosy side and 
to suggest that any of these “names” 
are perhaps rather fully priced is to 
risk the scorn of sophisticated investors, 
if one can judge from published port- 
folios. 


The confidence element is reflected in 
a recent poll conducted by Dun’s Review 
& Modern Industry of 110 presidents of 
corporations with combined assets of 
over $27 billion. It is not startling that 
none anticipated a major setback this 
year but nearly 75% foresaw no im- 
portant decline in the next ten years. 
Only 12 expected a real recession in that 
period and seven timed such a possibility 
for after 1960. Nine out of ten expected 


762 


INSU N TA NW SYM EEN 


sales increases in the next decade rang- 
ing from 26% to 300%. 

It is precisely this nearly unanimous 
surge of business and financial optimism 
which disturbs a minority of observers 
who have found that mass opinion pre- 
vails only so long as rationalization can 
be stretched to fit, and that declining 
values quickly erase brave Utopian 
hopes. Among them is Peter Bernstein of 
Bernstein - Macaulay, Inc.. investment 
counselors. Speaking before the Institute 
of Labor Relations and Social Security 
at New York University in mid-June, 
he said that the assumption that a seri- 
ous depression is out of the question is 
just that, rather than a guaranteed prom- 
ise and that, under certain perfectly con- 
ceivable conditions, both business and 
consumer spending could turn down- 
wards sharply for extended periods. The 
indefinite continuation of inflationary 
tendencies is another assumption. A 
short supply of labor and an excessive 
money supply, the two largest contribu- 
tors to the post-war rise in the price 
level, will be negated by a sharp increase 
in the labor supply within a very few 
years, while the money supply is already 
no longer excessive. 


Mr. Bernstein has examined these and 
other factors in detail in the latest Har- 
vard Business Review under the title 
“Is Long-Term Inflation Inevitable?” 
The economists were wrong about the 
1929 crash and the ensuing depression. 
Are they also going to be wrong about 
‘an uncritical acceptance of the long- 
term inflationary trend?” Mr. Bern- 
stein notes succinctly that the first two 
wrong guesses were articulated very near 
to the moment when they were proven 
wrong and that the same fate could very 
well befall the latest one involving con- 
tinuing inflation. 


It is aptly pointed out that the econ- 
omy is always changing and that no 
trend can continue indefinitely; the dan- 
ger does not lie in change but in excesses 
of optimism or pessimism resulting 
from the assumption that there will be no 
change “this time.” A broad view and 


flexible approach to investing can be 
likened, perhaps, to the attitude of the 
gourmet who remains untempted by 
spectacular concoctions on the buffet 
tables in favor of dishes which assure 
both good taste and good digestion. 


PENSION FUNDS SHUN GOVERNMENTS 


The swing to corporate bonds and 
common stocks at the exp2nse of the 
Government bond sector, already noted 
in reports from insurance and other in- 
stitutional sources, is again evident in a 
survey of 116 pension and profit-sharing 
funds as of the end of 1956 conducted 


by Commerce Clearing House. The 
funds, with combined assets of $2.3 
billion and broad investment | back- 


ground of some 10 years average exist- 
ence, reduced their Government holdings 
from 19% to 15% in the year and in- 
creased corporate bond positions by the 
same amount to 40% of total assets. 
This is the high mark registered in this 
category in the four compilations to date, 
the current one including 79 pension and 
37 profit-sharing funds. Both groups re- 
duced Government holdings by 4%, with 
pension funds at 13% and profit-sharing 
funds at 19°% at the year-end. Reflecting 
the generally higher trend of money 
rates during 1956, average yield of all 
the funds was 4.49% compared with 
4.22% at the end of 1955. 


Investment of the combined funds in 
common stocks averaged 31%. The di- 
vergent goals of pension fund and profit- 
sharing trustees, however. found reflec- 
tion in respective holdings of 27% (with 
only 1% in employer-sponsor stock) and 
40% (with 14% in employer-sponsor 
stock). The trend seems to be away from 
use of employer-sponsor stocks except 
in a few profit-sharing funds which are 
heavily committed. 


Utilities remained popular investments 
for 18% of the total. followed by oils 
at 12% and chemicals at nearly 9%. 
Automotive, rubber and transportation 
equipment reflected increased interest 
while financial institutions. foods. elec- 
trical equipment, machinery, retail trade 
and steels declined in popularity. 


Preferred stocks remained static at 
7% of total assets, represented by aver- 
age commitments of about 10 stocks each 


in 80 of the 116 funds covered. 


Payinc THE PIPER 


The Treasury cleared its last major 
financial hurdle for calendar 1957 in its 
$24 billion financing, announced on 
July 18th, by offering 4% on a one-year 
certificate of indebtedness and the same 
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rate on a 4-year note, redeemable Au- 
gust 1, 1959 at the holder’s option on 
three months notice, seconded by a 4- 
month certificate at 35%. Critics de- 
nounced the terms and re-aired the oft- 
heard charges against the “tight-money 
policy” of the Federal Reserve Board. 


Of course, such terms are not pleasing 
to the Treasury. It marked the first 
four per cent note borrowing in 34 
years and furthermore will tack on a 
substantial, even if now undeterminable, 
sum to the $7,312,000,000 interest on 
public debt registered in the fiscal year 
just concluded. Unless there is a real 
turnabout in money rates, which does 
not appear in the cards, a good-sized 
chunk of the hoped for surplus in the 
new fiscal year will be sopped up by 
such larger interest costs. 

There have been rumors of another 
boost in the discount rate but the Treas- 
ury’s opposition and the fact that mem- 
ber banks have not been borrowing 
heavily from the Federal Reserve make 
this problematical. Continuing firmness. 
and even more tightness, in other parts 
of the interest structure would not be 
unexpected, with some observers inclined 
to watch for an increase in the prime 
rate, now resting at the historically ro- 
bust 4(@ mark.* 


On the price front, the consumer price 
index had risen at the end of July to a 
point where the dollar showed a loss of 
five cents in purchasing power since 
March 1956. In face of the Reserve’s 
policy of restraint, this furnished more 
verbal ammunition to opponents of 
stiff controls. While not happy, this per- 
formance is not an indictment of the 
Federal Reserve but rather an indication 
of what the depreciation might have been 
if controls had not been held firm in 
spite of widespread demand for credit 
and the immense outpouring of Govern- 
ment monies. It really demonstrates that 
monetary controls alone cannot do the 
job but that all factors must operate in 
harmony to prevent expansion forces 
from exerting undue pressures on the 
economic mechanism. 


*Increased to 444% on August 6th. 


A A A 


® “How to read our annual report” — 
an i‘lustrated, question-and-answer inter- 
pretation of annual report items — is 
Minneapolis Honeywell Regulator Co.’s 
approach to employee interest in annual 
achievement — and a good one. It might 
do for unsophisticated shareholders, as 
well. It explains the reasons for making 
4 renort and what the titles and figures 
really mean, 
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PERCEPTION 


expected from 
Fund Managers and Trust Officers 


For most of us the vessel of experience rarely gets so full that our knowl- 
edge cannot be supplemented from additional sources. For progressive 
Fund Managers and Trust Officers in particular, the search never ceases 
for more reliable investment yardsticks to aid their perception of the 
market’s undertone condition and help guide them in gauging market 
changes more effectively. 


Because an unusually accurate guide is provided by measuring the effect 
of Buying Power versus Selling Pressure, many institutional and sub- 
stantial private investors now rely on this factual undertone information 
provided by Lowry’s Reports to verify important trends and market 
turning points. Originator and publisher of the Price-Change-Volume 
tabulations, which are based on ALL daily round-lot transactions on the 
New York Stock Exchange, the Lowry service prepares and mails daily 
releases from New York, Chicago and Los Angeles so this information 
will be available to clients, wherever located, the following morning. 
Developed for the discriminating investor, many have found this method 
exceptionally helpful for confirmation of their own studies—particularly in 
highly doubtful periods. 


To determine the value of these Reports for yourself, or your institution, a 
special month’s trial and examination arrangement is available. Simply make 
your request on your business letterhead and remit $5 to cover printing costs. 
If you are not completely satisfied, your money will be gladly and promptly 


refunded. Write Dept. T-3. 


250 Pork Guenue 
New York 1% NY 


Established 1938 
“‘A Service That Appeals To The Few, Not The Many’”’ 
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Sikorsky S-58 helicopter can carry load of 
over 4,500 pounds. 


N” EVEN THE SKY IS THE LIMIT IN 
aeronautics: manned planes have 
cruised the stratosphere and guided mis- 
siles arced through outer space. Speeds 
of 2,000 mph are not considered im- 
probable for planes of the future; the 
F8U powered by Pratt & Whitney’s J57 
engine, which holds the U.S. record of 
1,015, recently crossed the country sup- 
ersonically. In half a century, aircraft 
and its associated services have develop- 
ed from the Wright’s plane of 1903 to 
the largest employer in industry with 
over | million receiving a $6 billion pay- 
roll last year, or about ten per cent more 
than are employed in the automobile in- 
dustry. 


But recent months have seen some 
revolutionary developments: the start of 
switchover from propeller to jet driven 
engines and supplanting of many piston 
with turbine engines on the commercial 
air-lines, the dramatic stretchouts and 
shifts from manned planes to guided 
missiles for military use, and the acute- 
ness of congestion in some air lanes and 
ports. 


To better appraise the significance of 
these events and other prime forces in 
the Aircraft industry, the editors of 
TRUSTS AND ESTATES invited H. Mans- 
field Horner, chairman and William R. 
Robbins, vice president and controller 
of United Aircraft Corp. to meet with 
us and seven trust investment officers at 
our third Trust Investment 
luncheon in New York City. 


Seminar 


Constituting a panel well qualified to 
ask the kind of questions that would 
bring out facts of most value to trustees 
and other long-term investors were the 
following: 


Olavi Silvonen, vice president, Irving 
Trust Co., New York 

John Burleigh, assistant secretary, 
The New York Trust Co., New 
York 





Dynamite Tudustry..... 


AIRCRAFT AND “FLYING HARDWARE" 


Panel Interview with 
H. Mansfield Horner, Chairman 


and Wm. R. Robbins, vice president and controller 


UNITED AIRCRAFT CORP. 


Roger Maynard, vice president, J. P. 
Morgan & Co., Inc., New York 

Clifford Kingsley, vice president, Bank 
of New York, New York 

Thomas E. Longden, trust investment 
officer, First Pennsylvania Banking 
& Trust Co., Philadelphia 

Philip K. Herr, vice president and 
trust officer, Fidelity Trust Co., 
Pittsburgh 

George Hellawell, assistant vice presi- 
dent, First National Bank & Trust 
Co., Paterson, N. J. 


Defense Disabilities 


The huge cut-back and stretchout of 
Air Force procurement contracts for 
manned planes, reducing annual pur- 
chases thereof from $4 to $2 billion. 
will adversely affect some manufac- 
turers and subcontractors but the con- 
sensus was that the security market re- 
action to this and the reports of sharp 
declines in airline net earnings has tem- 
porarily overshadowed the basic 
strengths and flexibility of the aircraft 
industry. In the first place, over-all mili- 
tary commitments for missiles plus 
planes continues at the same high rate. 
The billions of unexpended appropri- 


ations — due to time-lag between de- 
sign approvals and production line ope- 
rations — will further cushion the 


change with a backlog of nearly three 
years work still to meet. 


In 


the event of another stretchout 





Windsor Locks 


or curtailment of defense orders, im- 
mediate reduction of shop personnel is 
not sufficient answer to reducing outgo. 
Management would then be faced with 
the necessity of determining whether 
economies should be effected in re. 
search. Red ink might even be tem. 
porarily preferable to disruption of the 
senior research staff which should be the 
last resort, Mr. Horner stated. Any sus- 
pension or curtailment would hinge upon 
the status of each project and its po- 
tential value. 


The “speculative” nature of the indus- 
try from the investment point of view 
develops primarily from its heavy de- 
pendence on political and military po- 
licy decisions and changes of emphasis 
or budget, abetted by shifts in Russian 
action or attitude. Earnings are affected 
too by the rapid changes not alone in 
design but in the whole technology of 
defense and aerial transportation, with 
concurrent increase in complexity of the 
tools as well as the product. 


No industry is free from 
tional hazards” however. and this one 
has some built-in long-term advantages 
that will probably far more than com- 
pensate for interim fluctuations. There 
is a great deal of difference between a 
“war baby” and a “defense” industry in 
the first place, but in addition the large 


“occupa- 


Plant, Hamilton Standard Division of United Aircraft, showing recently 


completed addition, upper left. 
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growth evident in commercial applica- 
tions and usage is a factor of impressive 
proportions. 


Requirements of national defense and 
attrition alone guarantee the industry an 
increased rate of aircraft production 
that. in addition to civilian replacements 
and additions. will total over three bil- 
lion annually for the next three years. 
Progress has been such that technical ob- 
solescence occurs much faster than wear- 
out both in military and civilian usage. 


Military Needs Shift 


Product Emphasis 


Returning to discussion of the mili- 
tary side, Mr. Horner pointed out that 
the recent reallocation of aircraft funds 
does not mean the manned machine is 
obsolete but is rather a major attempt 
to apply new knowledge and equipment! 
to the particular use for which each type 
is best suited. Bombers need manpower. 
troop carrying is more and more import- 
ant to the effectiveness of expert mobile 
forces (most of the carriers in this cate- 
gory are quite aged as such ships go) to 
name just two examples. 


In the missile field, too, each style 
has its special purpose, but here the con- 
troversy largely concerns the relative 
merits and reliability of the ballistic vs. 
the fully-guided (to destination) type. 
The former, reliant on trajectory alone 
after it is aimed and propelled into the 
stratosphere will have to be hair-trig- 
gered to land within a 20 mile radius of 
a target three or four thousand miles 
away from firing point. At the moment 
the Government seems partial to the 
ballistic which will take most of the 
$1,000,000.000 assigned to robot wea- 
pons. 


Here again there is division of opin- 
ion, concerned with the practicalities of 
solid as compared with liquid fuels. Ex- 
periments now under way with boron 
and the high-energy fuels generally will 
themselves bring important readjust- 
ments in the future aircraft manufactory. 
The liquid-fueled rocket eng’ne, for ex- 
ample. must carry its own oxygen for 
mixing, 


Mr. Horner labelled as ridiculous the 
rumors that military planes or engines 
do not lend themselves to commerical 
transport operations or efficiency. The 
noise factor is still a tough one to cor- 
rect. hut aerodynamically the ship that 
is designed for long-range heavy load 
military flight serves the same function 
for commercial use, with perhaps minor 
as well as interior alterations. 
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Courtesy of Trans World Airlines, Inc. 


What our big commercial airports may look like 30 years from now, as conceived by 

the artist from predictions made at a symposium of leading aeronautical and astronautical 

scientists sponsored by Trans World Airlines. On the ground next to the transparent- 

domed passenger lounge is an airliner, not too different in size from today’s transports 

but with different wing design and probably powered by some form of ram jet. At the 

left is a vertically rising convertiplane type, converted to forward flight in the plane 
directly behind the control tower at right. 





Airlines Face Conversion 

The concurrent big switch in com- 
mercial aviation from propeller to jet 
propulsion and from p‘ston to turbine 
is creating a program of major dimen- 
sions, quite similar to that caused by the 
change from steam to Diesel by the rail- 
roads. Both Mr. Horner and Mr. Rob- 
bins remarked on the amazing difference 
in jet travel and trade predictions are 
that it will double air travel in the next 
five to ten years. This may prove con- 
servative as population and le’sure time 
both increase and more people go more 
miles to more places. More feeder lines 
will augment traffic beyond the 545 
cities now on scheduled lines that ac- 
counted for 20 billion passenger miles 
last year. As one of the trustmen pointed 
out, Travel is one of the biggest po- 
tential areas for near-future develop- 
ments, and the bee has shown us the 
shortest way to get where we are going. 

The big IF here is on the financing 
side. Again like the railroads, air lines 
have been caught in the cost-rate squeeze 
to such an extent that earnings are down 
about 50% from a year ago or are non- 
existent in spite of new records in pas- 
senger miles. 


The rate hearings now in progress ask 


what seems a modest 6'% increase over 


rates set some years ago, and when ope- 
rating expenses have increased 20% 
over the first quarter of ‘56. The ‘con- 
version program will cost the airlines be- 
tween one and a half and two million 
dollars, and financing it will depend on 
ability to make a return attractive to 
investors, Mr. Robbins emphasized. 


The question was asked as to whether 
the lower earnings trend of airlines 
could be reversed by improved econo- 
mies of equipment, it being such im- 
provements that had enabled them to 
keep up with the rising cost elements 
under static rates in recent years, Ac- 
cording to Mr. Horner, there is no pro- 
jected plane yet tested that can promise 
materially lower seat mile costs than 
the economy of the DC6B. The present 
go-around of jet production incorporates 
advances to the extent that no early re- 
design is expected in this area, but “as- 
tonishing improvements” are being in- 
corporated in helicopter engineering. 


Helicopter Workhorses 


While there is a growing market for 
helicopter freight and passenger service 
it is believed that it will continue to be 
the smaller part in the foreseeable future, 
compared to 90% revenue from mili- 
tary. But the potentials and proven uses 
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of the helicopter opens a new dimension 
that can be another stabilizing factor. 
Transporting men — and equipment and 
supplies — to off-shore oil rigs was men- 
tioned as one very practical use that has 
produced substantial economies while 
their role in reaching otherwise inac- 
cessible or difficult places makes them 
indispensable in many areas like the 
mining fields of upper Canada. Their 
work in rescue operations is well known, 
and we are beginning to see their em- 
ployment in exploration activities, both 
commercial and scientific. These latter 
uses are perhaps more spectacular than 
of volume commercial consequence, and 
it is too early to appraise the room for 
airport to city center shuttle service or 
for intercity use up to about 200 miles, 
but the combination of these and other 
possibilities will doubtless make for fur- 
ther growth of this phase of the busi- 
ness. 


As time goes by fewer people are left 
with fear of getting off the ground or 
with prejudices from their and the in- 
dustry’s early days. In this connection it 
was also observed that high or even 
supersonic speeds are not scary to the 
public; they aren’t conscious of reach- 
ing that rate. 


Meantime the engine and airframe 





companies are worried lest a further sub- 
stantial round of cutbacks in presently 
engineered craft force curtailment of re- 
search facilities or loss of trained, even 
specialized, personnel. There is not 
much room for trimming cost “fat” un- 
less it be in “engineering for engineer- 
ing’s sake,” and the use of improved and 
automatic tools may require most of the 
displaced operatives to maintain them. 
But here we are reminded that with the 
tools as well as the product getting more 
complicated, planning must be farsight- 
ed. It took four years to get the 157 on 
to the production line, and it is not un- 
usual to have eight design changes a day 
while an engine — or plane body — is in 
production, which changes in turn gene- 
rate as many times that number again 
in the total operation. 


The point was made that much difficul- 
ty in negotiating prices with the govern- 
ment arises from the disinclination to 
make allowances for replacement or even 
cost basis of the capital invested. Con- 
siderable discussion was given at this 
point to the competitive nature of the 
aircraft and air-transport business, Mr. 
Horner citing it as an excellent example 
of fruitful private enterprise, working 
against costs while trying for always 
better products but working and sharing 

















A.T. & T. is calling... 


its 378% Convertible Debentures of 1967 
for redemption on October 14, 1957 at 106.65% 


After October 14, 1957, interest on these debentures will 
cease to accrue and they will no longer be convertible. 


Copies of the notice of redemption and of a Prospectus 
relating to the stock of A.T.&T. into which these 


debentures are convertible may be obtained from the 


office of the Treasurer. 


AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY 








195 Broadway, 
New York 7, N. Y. 











Jet-engine compressor is essentially a series 
of discs or fans turning at high speed and 
drawing in huge quantities of air. Nearly 
half of Pratt & Whitney Aircraft’s current 
compressor production now has discs made 
from titanium, a tough, lightweight, heat- 
resistant metal whose fabrication has been 
pioneered by the division. Thirty-three dis- 
tinct machining operations are required in 
the evolution of each jet-engine disc from 
a rough forging to a finished state. 





closely in time of emergency. The in- 
dustry’s ingenuity would be harmed. he 
felt, by adoption of the cost-plus basis. 
and with no saving but rather at in- 
creasing cost to the government as in- 
centives are destroyed. 

The heavy and still growing use of air 
travel has, it was agreed, brought serious 
congestion in many airports as well as 
air-lanes, but the problem can be met. 
mainly by radar and flight control plans 
based on non-political traffic assignment 
and aided by computers and _ in-flight 
communication equipment. As the satu- 
ration occurs only a few hours of the 
day at most points other steps are possi- 
ble to even off peak loads, and the jet 
planes will be in the air much less time 
on any given run and, with reversible 
thrust can be accommodated without the 
great expense of much 
larger runways. 


new or very 

An interesting comment in this con- 
nection referred to the new engine de- 
sign developdent at United Aircraft that 
overcomes the previous danger in re- 
versibles by “failing safe,” i.e., no stop- 
page of the jet stream could occur that 
would imperil the plane. 

It was urged that “city fathers” every- 
where give forethought and get expert 
advice in planning future airport ac- 
commodation, including heliports for 
traffic interchange or short-run. Another 
point of interest was that almost every 
city is on water of some sizeable kind, 
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and water landings are safe and easier 
in case of necessity. 


Company Prospects 


Against the complex and accelerating 
development of the vast “air industry,” 
Messrs. Horner and Robbins sketched 
the policies and prospects of United Air- 
craft Corp. with its 60,000 people using 
over two hundred millions of assets to 
produce a variety of engines, helicraft 
and plane acessories that sold last year 
for a total of just under one billion and 
are expected to increase substantially 
this year and again in 58. Part of this in- 
crease is coming from the “accessories” 
made by the Hamilton-Standard division 
heretofore best known publicly for its 
propellers which are used on all Convair 
and Douglas transport types and on 
most Constellations. The expansion of 
commercial air travel is such that de- 
livery of piston-prop planes will continue 
heavy until turbo-jets get into volume 
operation in 1959/60. 


A question about the diversification 
program of United Aircraft brought the 
highly significant reply that it was the 
policy of management to concentrate 
their energies on one main stream of 
producing better “Flying Hardware” 
rather than to disperse their energies 
and those of the engineers and staff in a 
variety of loosely-related jobs or pro- 
ducts. Their diversification took the form 
of rounding out the equipment line of 
engines and accessories to supply the 
airframe makers and in the newer fields 
of the helicopter. 


These “accessories” however are a 
very substantial business ranging from 
intricate equipment for air conditioning 
of pilots, fuel, payload and even tires, 
to pressurization systems, fuel controls, 
hydraulic pumps, starters and pneumatic 
valves. The company has also gone into 
certain related aspects of electronics for 
both missiles and manned craft. 


\ll engineering, the chairman noted, 
is directed to developing, producing and 
selling better pieces of hardware that 
have a good market potential, and cus- 
tom or experimental jobs are avoided 
except where essential, as in national 
defense work. One reason for this is the 
ever-growing complexity, variety and 
responsibilities of aircraft. For this rea- 
son it is not enough to go by the num- 
bers of planes or missiles in making 
comparisons, for almost all (except the 
ola workhorse of the air, the DC3) get 
bizger and- more complicated and ex- 
pensive. 
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Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
yeats as investment adviser to a substantial group of clients 
throughout the United States. 

Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 
investors. 


We welcome inquiries regarding our program of co- 
operation with such clients. 


BROWN BROTHERS HARRIMAN & CoO. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


CHICAGO PHILADELPHIA BOSTON 
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The large majority of United’s work is 
for the government (86% compared 
with 89% in ’55) so reliance must be 
had on a fairly consistant policy on the 
part of the military, the congress and 
the executive. The widening variety of 
uses for the helicopter promises a very 
substantial increase in business—both 
domestic and foreign — for the Sikorsky 
division, according to Mr. Horner, who 
remarked that these machines can do 
things not possible to the STO (Slow 
Take Off and Landing) type and pre- 
dicted carrying capacity of 50 or more 
passengers with extensive use in flights 
of up to 300 miles. The problem is to 
reduce seat costs per mile which are 
now higher than for planes, and the 
gas turbine may eventually prove most 
useful for ’copters. New turbine engines 
and rotary-wing cranes show promise, 
and the S56 has shown new speed pos- 
sibilities for these craft by setting a 
world record of 163 mph. 

One exception to this rule is the air- 
borne atomic power-plant experiment 
which the company is conducting with 
“tremendous energy” on a_cost-plus 
basis, for the government. Due to the 
specialized nature of this power plant, 
United has never taken into considera- 
tion possible production in any fore- 
casts. 

The huge surplus or spare parts ac- 
cumulated by the government during the 
war still hangs over that market, but as 
it is depleted the industry and United in 
particular look forward to a very sub- 
stantial and constant volume of this 
bread-and-butter business. 


Company Operations W orldwide 


Export business is important to 


United, running around $50 million an- 






3) Pie: 


Upper Baker River power plant being built by Puget Sound Power & Light Co., as 


nually, and competition is stiff, The ex- 
pense of tooling for jets, for example. 
may be too great to make licensing a- 
broad feasible. Mr. Horner admitted 
healthy respect for British and French 
engine manufacturers in both perform- 
ance, price and financing terms. He 
cited the wage comparison of 70 cents 
per hour in England against some 
$2.40 here. Likewise, the British Gov- 
ernment will grant seven year purchase 
terms while United requires part cash 
with order and the balance on delivery. 
United has not seen fit to set up pro- 
duction abroad but has preferred to 
operate on a licensing basis which pro- 
duces a substantial income, in the en- 
gine, helicopter and Hamilton - Stan- 
dard lines. 


Mr. Horner warned against under- 
estimating Russian design, engineering 
and production skills, noting that in 
World War II their tanks were better 
than those of any combatant, with U. S. 
tanks often relegated to third position 
in battle efficiency. United engineers 
found fine workmanship and free use 
of scarce materials, such as cobalt, in 
Russian aviation engines examined. 
Production of over 20,000 MIGS in 
three years was no mean feat and the 
Korean War ratio of some 12 to | kills 
for American aviation was due less to 
superior planes than to our gunsight. 

The Canadian subsidiary continued to 
grow both in manufacture of Pratt & 
Whitney engines (which doubled during 
56) and in its overhaul work, and plant 
expansion is taking place here as well as 
in the States, with present production 
floor space aggregating twelve and a 
half million square feet, of which less 
than a million belongs to the government 
and will be the first to be released as new 


pictured on its annual report and in the industrial annual review prepared by Seattle-First 

National Bank. Central spread feature of the review describes Boeing Airplane Co., a 

customer of Puget, whose payroll of $300 million is a fourth of the total industrial payroll 
of the State of Washington. 
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facilities come into operation. This is in 
line with management’s philosophy that 
ownership of the tools is one of the best 
spurs not only to most efficient use but 
also to their care and improvement. 


In United’s broad spectrum opera- 
tions, engineering is a vital factor. The 
first step in what has developed into a 
major recruitment and education pro- 
gram on a long-term basis was the 
creation in 1954 of ten scholarships for 
sons of company personnel who were 
under no obligation to work for the 
company upon graduation, although 
it was hoped that they would do so. 
Since then, graduate degree programs 
have been arranged in almost all areas 
where United scientists are assigned 
and several hundred graduate students 
are being assisted under fellowships, in 
addition to the very substantial sums 
committed by the company to under. 
graduate fellowship, scholarship and 
educational programs in the last three 
years. 

Another unique feature of United’s 
educational efforts was the gift of land 
and a complete educational plant to 
establish a graduate study center near 
Hartford under the direction of Rens- 
selaer Polytechnic Institute. While many 
United employees are enrolled, attend- 
ance is open to all who qualify. 


It has been said that when any ma- 
chine goes up in the sky it is either 
powered by a Pratt & Whitney engine 
or carries some United Aircraft equip- 
ment. While this is not literally true. the 
company’s policy of not competing with 
airframe manufacturers (that was the 
primary reason for divorcement of the 
Chance-Vought division) has helped it 
develop markets that use its J57 engine 
even though it is still classified after 
four years use and purchasers are buy- 
ing on faith its new J75 (the first of 
which came off the line only in April). 
United’s traditional emphasis on con- 
tinuing research concentrated on_ the 
practical objective of improving the 
“hardware” is also paying off in the 
missile field, where Hamilton-Standard 
division’s products are widely used and 
the company’s jet engine powers the 
“Snark”. 

Moving in such fast circles with in- 
creasing sales and new produc's like the 
J52 jet-turbine still to come off the pro- 
duction line and moving more into the 
missile and allied electronics and fuels 
lines, it is no wonder that two large-scale 
compu‘ors are being added to the three 
now in use to serve the Research divi- 
sion alone. 
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How Glidden is growing with the 
big new demand for rubber products 


Rubber. which used to be thought of only in terms of 
“bounce” and “stretch”, is now demonstrating that 
these are unimportant in most rubber products. And, 
as a result, there has come a great growth in the 
rubber industry. 

Whether for long-wearing floor tile, colorful kitchen 
accessories, soles for tennis shoes, or white sidewall 
tires—or a myriad of modern-day rubber products— 
Clidden contributes color as well as special ingredients 
for softness or hardness which meet the needs of this 
growing market. 

Every division of The Glidden Company is “in the 
rubber business”. Pigment colors and purest white 
titanium dioxide come from the Cliemicals-Pigments- 


Growing wilh the 


SOUTHERN CHEMICAL 


Naval Stores; 


for industry Terpene Chemicals; Resins 
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For Consumers; Product Finishes; 
Industrial Maintenance; All Surfaces 


Metals Division. From Southern Chemical Division 
come pine tar and rosin oils, used as tackifiers and sof- 
teners in rubber. Dipentene is used as a solvent. 

Fatty-acid oils. by-products of vegetable-oil refining, 
come from the Durkee Food Division. The Chemurgy 
Division produces lecithin for use as a blending and 
homogenizing agent. And the Glidden Paint Division 
supplies dressings for tires and other rubber products. 

Thus Glidden grows with the expanding rubber 
industry and its many markets. And this is typical of 
the way Glidden grows—through helping improve prod- 
ucts. develop new ones. or reduce costs for the growth 
industries Glidden serves. The Glidden Company, 
Cleveland 14, Ohio. 


Glidden) Pangea 





PAINTS CHEMURGY 


Soybean Derivatives; 
Grain Merchandising 


DURKEE FAMOUS FOODS 


For Food Processors; 
Restaurants; Consumers 


769 














Many capital expenditure programs which 
were to be financed, in whole or in part, 
with new money are in the process of re- 
examination by management as a result of 
substantially higher money costs and more 
stringent terms imposed by lenders. 

Internally generated funds will be sub- 
stituted for new money by many industrial 
companies irrevocably embarked upon plant 
expansion. Such changes in financial plans 
may result in postponing dividend increases 
or in dividend reductions. 

Public utilities will meet higher money 
costs with applications for rate increases 
which, when granted, will contribute to 
spiraling cost inflation. Unless rate increases 
are granted to keep pace with new senior 
financing of additional facilities, per share 
earnings on public utility common stocks 


will be diluted. 





AEROJET-GENERAL CORP., 


By M. G. O’NEILL, vice-president (Gen- 
eral Tire and Rubber Co.) 


Owned 87.6% by General Tire & Rub- 
ber Co., Aerojet produces rockets, rocket 
motors and guided missile components. 
Over $570 million of business is on 
schedule for the next three to four years, 
of which $170 million is actually under 
contract. Sales for the first six months 
of fiscal 1957 were $80 million com- 
pared with $62.5 million for 1956. Earn- 
ings in 1956 were $3.4 million and for 
first half 1957 net of $1.7 million was 
slightly better than last year. 

General Tire, the parent company, 
had consolidated sales of $206 million 
for the first six months of 1957 wtih 
earnings of $5.8 million, equivalent to 
$3.38 a share. 

Mr. O’Neill’s forecast: “1975 will see 
supersonic missiles for passengers, for 
mail, for freight of all kinds.” Aerojet 
has in development an engine that 
could propel aircraft from Los Angeles 
to New York in less than one hour. 


Los Angeles Society, July 18. 


BRUNSWICK-BALKE-COLLENDER 
CO.., 


By B. Epwarp BENSIGER, president 
The subsidiary. company manufactur- 


irg bowling pinsetters is now 100% 
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owned by acquisition for $13.7 million 
cash of the 50% interest held by Murray 
Corporation. 


Although this subsidiary ran a deficit 
of $4.5 million on 1956 installations of 
about 2,000 pinsetters, the scheduled 
6,000 installations for 1957 will produce 
sales volume of $45 million and profits 
sufficient to absorb that deficit and con- 
tribute in addition to 1957 consolidated 
profit. 


Sales of bowling and billiard equip- 
ment represent 56% of total volume with 
school equipment contributing 20% and 
the balance of 24% mainly government 
defense contracts. 


New York Society, July 8. 


CLARK EQUIPMENT CO. 
By GeorceE SpatTa, president 


Sales estimate for 1957 has been re- 
vised downward to $155 million but 
earnings estimate of $9 million or better 
still is maintained. Earnings for 1956 
were $9.4 million and $9.5 million for 


1955. 


In spite of the poor first quarter due 
to a main plant strike, earnings were 
$1.88 for the first six months compared 
with $2.01 for the preceding year. 


1958 will begin to reflect sales of the 
new line of tractor scrapers and bull- 
dozers which go into production this 


fall. 
San Francisco Society, July 30. 


COMMONWEALTH EDISON CO. 
By Wixus GaLe, Chairman 


Company has filed application with 
the Illinois Commerce Commission for 
rate increases aggregating $25 million 
or, if granted, an earnings increase of 
about 60 cents a share. Although not 
certain when action will be taken, Com- 
monwealth expects to benefit for a sub- 
stantial part of 1958. The new rates, 
barring decline in business, indicate $3 
a share for 1958. Present rates will de- 
velop 1957 earnings of $2.85 compared 
with $2.73 for 1956. 


New construction for the four years 
1957-60 will total $650 million with new 
money requirements of $280 million, 
about $25-$50 million to be sought this 
fall. Additional common stock is not 
currently contemplated. 


Net generating capacity of 5.3 million 
kw is scheduled. New installations are 
expected to bring fuel savings of $4 mil- 
lion annually by 1960. 


New York Society, July 24. 


EX-CELLO-O CORPORATION 
H. GLen Brxsy, president 


Directly and through subsidiaries, 
company manufactures machine tools, 
precision products, expendable tools and 
dairy packaging equipment. Over 50% 
of its sales fall in the category of pre- 
cision products for the aircraft, con- 
struction, farm equipment and railroad 
industries. It is the world’s largest 
manufacturer of engine blades used in 
compressor rotors of jet aircraft. 


Pure-Pak Division manufactures milk 
packaging machines which are sold or 
leased to the dairy industry and which 
automatically form, sterilize, fill, and 
seal milk cartons on a volume produc- 
tion, low cost basis. 

For the first six months of 1957, sales 
and operating revenues totalled $88.2 
million compared with $66.4 million for 
corresponding 1956. For full 1957, sales 
are expected to reach $170 million, 13% 
over 1956 volume, with earnings of 
$4.10 vs. $3.90. For the first six months 
earnings were $2.25 against $1.75 for 
1956. Every year for the past ten years 
has recorded increased earnings. 


New York Society, June 25 


GENERAL WATERWORKS CORP 
By Howarp Butcuer III, president 
Company operates 85 water properties 
and plans to acquire at least 5 more ‘ul- 
ing 1957. The properties are mostly 
small and widely scattered. Sales of in- 
dividual properties to municipal ties 
have been made in every year but one 
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in the past 15 years and there are 12 to 
15 sales in negotiation. 

Mr. Butcher commented: “a lot of 
people worry about what would happen 


if all municipalities used their right of | 


eminent domain and took our properties 
by condemnation. We almost invariably 
make not only a profit but a good per- 
centage-wise profit whenever we sell a 
property, and guesses could range from 
$30 a share to somewhere around $50 
as a theoretical liquidating value for our 
common stock if all properties were 
acquired by municipalities. I give this 
figure only to assure you that condemna- 
tion can be a blessing and would prob- 
ably seldom cause a loss.” 


Profits from sale of properties are 
normally estimated to range from 50 
cents to $1.00 a share with 75 cents as 
a reasonable annual average. Earnings 
from normal utility operations for 1957 
are expected of $1.10 to $1.25 a share. 


Applications for many rate increases 
will be filed in the next few months and 
a new management group has_ been 
delegated to follow up this “most essen- 
tial activity.” 

New York Society, June 26. 
ROCKWELL MANUFACTURING CO. 
By W. F. RockweE Lt, JR., president 


Faster loading of oil tankers will be 
facilitated with Rockwell’s new turbine 
type meter which can measure up to 
10,000 barrels of oil per hour. This new 
product, now being tested, resulted from 
a research and development program 
that involves expenditures of about 
314° of annual sales. 


A plant development and _ relocation 
program to be completed shortly will 
result in 40% increase in manufacturing 
space. By 1959 five new highly auto- 
mated close-to-market plants in this pro- 
gram will be in full operation with sub- 
stantial reductions in operating costs. 


In 1956 sales of $115 million pro- 
duced net earnings of $9.4 million and 
the company contemplates a rise in 
profit margin from current 8.2% to a 
minimum of 10%. 

The company plans to better in 1957 
per share earnings of $4.36 in 1956 on 
sales which should top $130 million. 


New York Society, July 30. 
TEXAS EASTERN TRANSMISSION 
CORPORATION 
By |. W. Harcrove, vice-president and 
socretary ;\. 
‘'ngineering and construction neces- 
Sars to convert “Little Big Inch” pipe- 
lin. from natural gas to petroleum 


Atcust 1957 


products transportation is proceeding 
rapidly following Federal Power Com- 
mission permission and failure of Cir- 
cuit Court of Appeals to stay the re- 
conversion. Competing oil barge lines 
may still carry their restraining action 
to the courts but the line should be in 
service long before final court action 
can be taken. The transformation will 
cost $35 million and substitute natural 
gas facilities will require expenditures 
of $61 million prior to early fall. At 
maximum capacity of 185,000 barrels of 
petroleum products daily, it is predicted 
that reconversion should add substan- 
tially to common stock earnings. 


Mr. Hargrove stated; “Our two big 
tasks are finding enough gas to supply 
the market and attracting enough capital 
to build transportation facilities.” The 
company marketed $35 million new se- 
curities in June in a preferred stock- 
debenture offering and contemplates ad- 
ditional sales of first mortgage bonds 
and preferred stock in 1957. 


Applications for rate increases ask a 
634% rate of return on the company’s 
rate base, an increase from the 6% 
granted in 1953, to cover higher costs 
for senior capital. 


Los Angeles Society, July 9. 
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A mutual fund 
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dates indicated are added all capital distributions to such date and the re- 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


IDS Takes Initial Step to 
Sell Variable Annuities 


NVESTORS Diversified Services, spon- 
a and manager of five mutual funds 
as well as its original face amount certi- 
ficate company, has decided to add the 
life insurance business to its other ac- 
tivities through the organization of the 
Investors Syndicate Life Insurance and 
Annuity Co. The eventual close tying in 
of the mutual fund with life insurance 
business has been suggested by this 
column on more than one occasion and 
several mutual fund executives covertly 
have expressed the possibility of an ac- 
celerated trend in this direction when 
variable annuity leglislation is approved 
in certain jurisdictions. Indications of 
this mutual affinity have also appeared in 
the insurance field. Recently, the Nation- 
wide Insurance Group has intensified its 
efforts to promote the distribution 
through its own sales force of its af- 
filiated mutual fund, Mutual Income 
Foundation, originally acquired in 
1953. 


Initially, the new insurance company 
will offer two primary types of contracts. 
The one will provide a policy for com- 
pletion in the event of death, of pay- 
ments of installment buyers of face- 
amount certificates, issued by IDS. The 
company’s sales force have been li- 
censed to sell this type of insurance over 
the last several years, but it has been 
the product of other regular insurance 
firms. The other initial contract will pro- 
vide a deferred life annuity to be used in 
conjunction with the fixed-amount cer- 
tificates. For example, at a certain age, 
holders of matured certificates will be 
able to purchase for a lump sum a plan 
that will guarantee regular fixed pay- 
ments for the life of the buyer. The com- 
pany does not have present plans for 
offering a complete line of life and en- 
dowment policies although it may in the 
future, 


But of paramount interest is that these 
initial activities will ready the IDS group 
to enter the variable life annuity field 
as soon as legislation generally: author- 
izes such contracts. In describing In- 
vestors new Variable Payment Fund 
last month, we queried the sufficiency of 
such and similar plans for the long-living 
investor suggesting the variable annuity 
as the most logical solution. Almost in 
direct reply, Joseph M. Fitzsimmons, 
president of IDS, now comments that 
“the affiliated Investors Variable Pay- 


a 


ment Plan... offers the means for an in- 
dividual to use part of his earnings dur- 
ing working years to build up systema- 
tically a common stock estate. He can 
then liquidate his accumulated share- 
holdings on a variable payout basis over 
any reasonable specified period. The 
liquidation cannot, however, be geared 
exactly to the owner’s life span. The 
variable annuity meets this need... . 
The company wants to be in a position 
to meet the growing demand for this 
life insurance service as soon as life in- 
surance companies can do so.” 


Net Mutual Sales 
Up as Other Savings Drop 


The net sales of the mutual funds 
(gross sales less redemptions) increased 
1214 during the first half year as a- 
vailable figures for certain other types 
of institutions in which the thrifty place 
their surplus cash indicated decreases. 
During the same period net deposit gains 
of the country’s mutual savings banks 
declined an estimated 15.3% due in part, 
of course, to greater competition from 
the commercial banks as well as the ex- 
tremely healthy yields available directly 
from bonds and other senior obligations. 
Figures available for the first five 
months covering federally insured sav- 
ings and loan associations also showed 
a falling off with net savings receipts 
down 7% from the comparable 1956 
period. In this latter instance, however, 
gross receipts had shown a rise, but the 
comparatively heavier withdrawals ac- 
counted for the poorer showing. Only 
the life insurance companies turned in a 
markedly better performance than the 
mutual funds with gross volume of or- 
dinary, industrial and group policies up 
814%. 

The accompanying table reflects the 
above changes. 


Funds Emphasize 
Inflation Protection 


According to the regular quarter!y 
survey of this writer, published in Bar- 
ron’s recently, the investment compan- 
ies decreased somewhat their acquisi- 
tion of high-yielding senior issues (n 
the three months ending in June as 
compared with the first 1957 period. 
The non-ferrous and mining group 
nudged out the oils as runners-up to the 
electric utilities in popularity. 


Total excess of purchases over sales of 
common stocks was at about the same 
pace as during the first quarter of the 
year with, however, a slight general in- 
crease in the common stock and flexible 
type mutuals. Also liked currently, in 
addition to the metals and _ utilities, 
were the chemicals, building construc- 
tion and equipment issues, papers, in- 
dustrial equipments and steels. The elec- 
trical equipments were still bought on 
balance, although enthusiasm was less 
pronounced, as well as the insurance, 
merchandising and previously unpopular 
rail issues. Interest picked up in the bank 
stocks, but indecision marked 
actions in the natural gas, rail equip- 
ments and aircrafts. The airlines, how- 


trans- 


ever were definitely unpopular. 


Issues to be bought on balance by a 
half dozen or more fund managements 
included the following: (9) Gulf Oil; 
(8) Florida Power Corp. (part with 
rights) and General Public Utilities; (7) 
Monsanto Chemical, Babcock and Wil- 
cox (part with rights). Reynolds Metals 
(also partly with rights). Crown Zel- 
lerbach, Mobil Oil, United 
States Steel and American Viscose: (6) 
Deere, Merck, International Telephone 
and Telegraph, Westinghouse Electric. 
Atlantic Refining, Goodyear and Armco 
Steel. American Telephone was sold on 
balance by managements 
American Cyanamid and Amerada each 
by a half dozen. 


Socony 
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SALES AND DEPOSITS SELECTED SAVINGS INSTITUTIONS 
FIRST HALF — 1957 
Cin millions of dollars) 


Savings and Gross Sales Redemptions Net Sales or 
Insurance or Savings or Withdrawals Deposits Gains 
In Force 1957 1956 1957 1956 1957 1956 
9,687 Mutual Funds 701 670 213 235 487 134 
30,567 Mutual Savings Banks na na na na 780 g21e 
40,000 Savings & Loan Assns. 6,370 5,820 4,702 4,028 1,668 1,792 

(U. S. insured)f 
412,6304 Life Insurance 32,667 25,411 na na na na 


d December e estimated 


Source: 


f five months only 
National Association Investment Cos.; National Association of Mutual Sav- 


na not available 


ings Banks; Savings Assoc. League of N. Y. State; Life Insurance Manzge- 


ment Assoc. 
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ACK IN THE FALL OF 1946, WILLIAM 

W. Waymack left his post as editor 
of the Des Moines Register & Tribune 
to serve on the first Atomic Energy Com- 
mission. He brought not only a rare ma- 
turity of judgment about people and 
politics but also a sense of humor which 
would be most valuable in Washington 
today. 


During these harried years when the 
civilians appointed to manage the atom 
were spending their days — and nights 
— working to meet military requirement 
of the atom, Mr. Waymack brought into 
the Commission meeting one day a giant 
bottle of aspirin with the label, “For 
Operation Migraine.” 


The big bottle has long since been 
emptied, but it was never more sorely 
needed than now. The environment in 
which the national atomic energy pro- 
gram is being conducted today lacks any 
semblance of the domestic tranquility 
which the founding fathers sought to 
assure in creating a government of bal- 
anced powers. 


The confusion in Washington has 
roots in some inevitable, and many un- 
necessary, conflicts of personalities, 
politics and ideologies, but no one can 
look with disinterest upon the 1957 mid- 
summer scene. Manufacturers of the 
equipment for nuclear power plants and 
the utilities which will operate them are 
primarily concerned and affected now 
but the whole nation is necessarily con- 
cerned and affected eventually. 


Legislation and Technology 


This summer’s argument is basically 
the same as last whether the federal 
government should build and operate 
experimental nuclear plants or only 
as-ist projects sponsored by private in- 
dustry and non-federal public power 
agencies—but the recommendations of 
the Congressional Joint Committee on 
Atomic Energy favoring both are very 
much watered down from the drastic 
$400 million Gore-Hollifield Bill of a 


year ago. 





Avcust 1957 


NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


TUG-OF-WAR ON PLANT PROGRAM 


EDWARD R. TRAPNELL 


Director, Nuclear Energy Division, Bozell & Jacobs, Inc. 


The Committee’s position may have 
been bolstered by two developments, one 
legislative, one technological. The legis- 
lative development is that the House 
Appropriations Committee has estab- 
lished a requirement that all projects to 
which AEC makes a contribution of any 
kind—research and development assist- 
ance, waiver of fuel charges, etc.—must 
have specific Congressional authoriza- 
tion, regardless of whether the industry 
sponsors of a project may be putting 
up as much as the 90-plus % which the 
Power Reactor Development Company 
is putting into the experimental fast 
breeder reactor near Monroe, Mich. 


The technological development is that 
other nations have made highly visible 
progress during the past year and the 
British have in operation a large scale 
plant of a type which the U.S. has 
hardly looked at. This is the Calder Hall 
power plant with its gas cooled, graphite 
moderated, natural uranium fueled re- 
actor. 


As a result, in the bill which gives 
authorization to AEC for all the capital 
work to be done throughout the atomic 
energy program, the Joint Committee 
has included provision for a 40-000-kw. 
gas-cooled, graphite moderated, natural 
uranium fueled reactor to be built at the 
big reactor test farm in the Idaho desert. 


AEC has insisted there was not ade- 
quate justification for building such a 
Calder Hall type reactor in this country; 
other types are more promising. The 
AEC’s position, however, may have been 
somewhat weakened by an argument 
made by the State Department in con- 
nection with a wholly different piece of 
legislation. 


Also before the Joint Committee dur- 
ing July was a bill authorizing U. S. 
participation in the International Atomic 
Energy Agency, the treaty for which the 
Senate approved in June and the Presi- 
dent signed amid much fanfare on July 
29. Senator Bricker of Ohio, whose in- 
cessant efforts to gonstrain the foreign 
affairs powers of the President has led 


Washington to adopt the term “Bricker 
Amendment” to all efforts of this type, 
talked the Joint Committee into putting 
one on the IAEA participation bill. It 
would require the President to get 
specific Congressional authorization for 
each transfer of special nuclear ma- 
terials to the Agency, which is supposed 
to be the international bank for nuclear 
fuels. The State Department argued, in- 
effectively, that this would encourage 
foreign reactor buyers to use natural 
uranium reactors, on which the British 
have concentrated, instead of enriched 
uranium reactors which are the specialty 


of U. S. builders. 


Congressional Direction— 
Not Advice 


Another avenue of technological de- 
velopment which relates to this British 
vs. American and natural vs. enriched 
uranium reactors is the use of plutonium 
as fuel, either by itself or as an enrich- 
ing element with natural uranium. For 
reactor operation, uranium enriched by 
being alloyed with plutonium would be 
comparable with uranium enriched by 
concentration of its isotope, uranium- 
235, which is the only naturally oc- 
curring uranium which will support a 
fission chain reaction. Plutonium which 
can be manufactured in reactors fueled 
with natural uranium, will also support 
a chain reaction. Uranium as it occurs 
in nature is 99.3 per cent U-238, which 
will not support a chain reaction. 


Because of this importance of pluton- 
ium, the Joint Committee also included 
in the authorization bill a provision for 
15,000-kw. experimental “plutonium re- 
cycle facility” to test out the use of 
plutonium as a primary fuel. The Com- 
mittee was told during hearings that 
General Electric, which operates the 
Hanford plutonium works on the Colum- 
bia river, was ready to go ahead with 
such a facility. Clearly, such a system 
needs testing at some point. 


Plutonium, which is a military explo- 
sive claimed by some to be superior in 
certain ways to U-235, is produced in 
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mammoth “production” reactors at 
Hanford, reactors which are moderated 
(to reduce the energies of the neutrons 
emitted by fission) by graphite and 
cooled by pumping a goodly portion of 
the Columbia river through them—so 
much cold water, in fact, that the re- 
actors don’t get hot enough to fry an 
egg. 

Three of these huge reactors went into 
operation during the war. Designed and 
built by du Pont, they have been op- 
erated for years at more than double 
their design levels. Some members of the 
Joint Committee say we should be 
thinking about replacing one of these 


humming but motionless monoliths, but 
with a reactor which would operate at 
much higher temperatures and produce 
power at the same time it is producing 
plutonium. 


Pursuant thereto, the Committee in- 
cluded in the authorization bill, a direc- 
tive to the AEC to come forward by next 
April with a proposal for such a plant. 
This will provoke an even more furious 
and complicated argument because not 
only does such a procedure constitute a 
threat to the privately owned utilities, it 
also offers the government a convenient 
way of getting plutonium without build- 
ing (or replacing) federally-owned pro- 














for fiscal year ended April 30 


1957 1956 1955 





NET INCOME 
Before income taxes 
After income taxes 
Percent of sales 


SHAREHOLDERS 


Shares outstancing—year average. 
Number of shareholders . 
Year-end equity. 
Cash dividends paid. 
per share of stock 
Stock distributions 


SALES 


Dollar volume... ............... 
Refined products and services 
Crude oil and gas. . 


ANNUAL GROWTH 
Adcitions to properties 
Cruce cil processed—harrels 
Crude oil produced—barrels 
Crude cil reserves—harrels 
ee 


*Adjusted for 2 for 1 stock split and stock dividends. 


If you would like to receive a copy of our Annual 
Report and future Quarterly Reports, please write 


COSDEN PETROLEUM CORPORATION 


622 Petroleum Building 
Big Spring, Texas 


$10,761,190  §§ 7,927,731 — $ 5,602,709 
6,046,190 4,617,731 3,262,709 
8.4% 8.3% 6.5% 

$2.55 $2.12 $1.51 
2,371,787* = 2,176,268*  — 2,160,276* 
6,785 3,769 3,372 
$32,551,769 $20,047,381 $17,301,650 
$2,251,012 $1,573,982 $979,783 
$1.00 § 15 $ .50 

100% 9% 25% 
$71,921,997 $55,612,848 = — $50,187,453 
. 68,627,419 = 53,151,719 = 47,888,260 
3,294,578 2,461,129 2,299,193 
$16,764,698 $5,952,574  $ 3,129,193 
12,528,542 9,902,637 8,517,833 
1,472,731 1,021,639 932,414 

. 23,444,026 = -20,262,620 = 18,534,390 
$ 4,918,420 $3,951,776 = §$ 3,410,391 














duction facilities. Opponents of this pro- 
vision argue that such a reactor is 
neither a good plutonium producer nor 
a good power producer. It can, how- 
ever, produce both. 


Also included in the authorization bill 
is a provision which would transfer to 
AEC complete responsibility (for both 
construction, operation and actual man- 
agement) of the power reactor projects 
proposed by a number of rural electric 
cooperatives. The transfer proposal ap- 
pears to be a straightforward acknow- 
ledgment that the business of making 
power from nuclear fuels is not far 
enough along to warrant entry into the 
power reactor development business by 
farm cooperatives. Apparently, 
were led into it by over-zealous advo- 
cates of public power on the national 
scene. Exceptions are the Consumers’ 
Public Power District of the statewide 
Nebraska public power network and the 
Chugach co-operative in Alaska. 
Debate Will Rage 

These special provisions included in 
the authorization bill reflect an honest 
concern on the part of some members of 


Congress that the U. S. development pro- 
gram is somewhat out of balance and 


some 





WORLD BANK FINANCING 
FOR ITALY 


A refreshing note of sanity and con- 
structive purpose was sounded in Washing- 
ton in the report of plans of the Inter- 
national Bank for Reconstruction and De- 
velopment to assist in a large-scale nuclear 
power project aimed at relieving the grow- 
ing power shortage in Southern Italy. 

Known as Project ENSI 
cleare Sud Italia—the Government of Italy, 
the Bank, and a group of Italian utilities 
and equipment suppliers known as Societa 
Elettronucleare Nazionale will cooperate 
and share the costs in a study to establish 
the economic parameters, select a site and 
prepare an invitation to bidders. 

President Eugene Black of the World 
Bank said that Corbin Allardice. atomic 
energy adviser on the bank’s staff, would 
serve as coordinator on the project, the 
first international nuclear power project to 
be approached in accord with conventional 
financing principles. 


Energia Nu- 


Invitations to bid will be truly inter- 
national, with suppliers of all countries in- 
vited to submit proposals, which will be 
reviewed and evaluated by a panel to }) 
set up by the Bank and composed of one 
representative each from Canada, France 
and Italy and two each from Britain and 
the United States. Results will be for- 
warded to the Italian Government for de- 
cision. The U. S. has promised specia! 
technical help in the case of bids propo=- 
ing reactors using enriched uranium fue! 
and the British will do the same for natur#! 
uranium reactors. 
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that progress will not be rapid enough 
if the Government depends almost en- 
tirely upon industrial initiative and so 
extensively upon private financing. 


But the provisions also appeal to 
critics of AEC Chairman Lewis L. 
Strauss and to members of Congress who 
felt Commissioner Thomas E. Murray 
should have been reappointed when his 
term expired June 30th. Mr. Murray 
had disagreed with Mr. Strauss on the 
question of how much the AEC should 


do on its own. 

Finally, the provisions are represented 
as serving the ends of advocates of 
public power. 


Many members of Congress will op- 
pose the provisions on grounds that to 
enact them into law would put the Con- 
gress in the position of substituting its 
own judgment for the Commission’s, 
which has executive responsibility and 
can empanel the technical juries neces- 
sary for sound decisions. 


Friends of the Administration will op- 
pose for obvious reasons, and others will 
oppose because of precedents, implica- 
tions and foreboding of expansion of 
federalized power generating activities. 

Manufacturers and suppliers of nu- 
clear power plant equipment are strictly 


in the middle. 





NUCLEAR DEVELOPMENTS IN INDUSTRY 


(Excerpts from 1956 annual reports, continued from July issue) 


ACF INDUSTRIES, INC. 


... Two plants — one in Albuquerque, 
N. M. and one in Buffalo, N. Y. — con- 
tinue as integrated facilities of the A. 
E. C. An engineering facility established 
in Washington, D. C. during the fiscal 
year designs and develops commercial re- 
search, test and power reactors. 

. ACF is now the world’s lead-ng 
manufacturer of research 
and test reactors as measured by kw 
output. During the fiscal year, contracts 


commercial 





ACF’s 10,000 kw facility at Wright-Patterson 

Air Force Base, to test behavior of nuclear 

aircraft equipment under simulated condi- 
tions of high altitude and flight. 


were signed to design and fabricate re- 
search and materials-testing reactors for 
the Aktiebolaget Atomenergi of Sweden 
(30,000 kw) and the Reactor Centrum 
Nederland (20,000 kw). Construction was 
started on the 1,000 kw research reac‘tor 
that ACF is furnishing the Massachusetts 
Institute of Technology and the design of 
a 5,000 kw research reactor for Italy’s 
Comitato Nazionale per le Richerche 
Nucleari was substantially completed. 


. The company also contracted to 
desien and build a unique 10,0C0 kw re- 
search reactor for use at Wright-Patter- 
son Air Force Base in testine the effects 
of irradiation cn aircraft parts and com- 
ponents under simulated high-altitude 
conditions. Preliminary designs for an 
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experimental reactor for the Bell Tele- 
phone Laboratories and a high-flux en- 
gineering test reactor for the Case In- 
stitute of Technology are nearing com- 
pletion. 


ALLIS-CHALMERS MFG. CO. 


... Early this year... the 5,000 kw 
atomic plant at Argonne National La- 
boratory near Chicago began producing 
electricity from nuclear fuel . This 
equipment, as well as that for control and 
transmission of the power, was specially 
designed and built by Allis-Chalmers, 
pioneer in such work since the earliest 
days of atomic energy .. . In addition, 
Allis-Chalmers has bcen chosen to en- 
gineer and manufacture major equip- 
ment for other large-scale nuclear power 
plants to be operated by local electric 
utilities. As an example, we will design 
and build a complete 66,000 kw nuclear 
power plant for Northern States Power. 


AMERICAN MACHINE & 
FOUNDRY CoO. 

... The first foreign reactor to be com- 
pleted under President Eisenhower’s 
“Atoms for Peace Program,” the 10 kw 
pool-type research reactor — center of 
the Internaiional Exhibition “Het At- 
oom” at Amsterdam, The Netherlands, 
this summer, — was designed by AMF 
Atomics division, and is the first foreign 
reactor to be supplied with 20% enriched 
uranium fuel supplied by American in- 
dustry. 


ANACONDA CO. 


... During 1956 the new acid-leaching 
sectons of the Bluewater plant in New 
Mexico, which treats uranium ores, came 
into full production and operated satis- 
factorily ... brought total plant capacity 
to approximately 3,000 tons of ore per 
day ... Uranium ore r2serves currently 
estimated at 15,000,000 tons have aver- 
age content of 0.16% of uranium oxide. 


ATOMICS INTERNATIONAL (division 
of North American Aviation) 


. . . High on the list of peaceful ob- 
jectives in the nuclear power program 
is the provision of compact, self-suf- 
ficient power plants of all sizes to meet 
local conditions — such as lack of water 
power, fuel scarcity, geographic isolation 
or limited demand. The Organic Moder- 
ated Reactor concept fulfills this need. 


The OMRE studies promise such fa- 
vorable features as high heat efficiency 
without pressure problems, and negligible 
corrosion, both of which lead to safe 
and low-cost reactors. Power costs from 
this type of reactor will be competitive 
with present power costs in many parts 
of the world. 


International is engaged in an inten- 
sive study of this very important applica- 
tion. Its power range fits the shaft-horse- 
power specifications for tankers. Its safe- 
ty, compactness, simplified structural 
requirements and practical operation en- 
able it to compete, dollar for dollar, with 
high-fuel-consumption marine engines. 
Because the OMR eliminates both fuel 
stowage and frequent refueling, it can 
increase payload cargo space and range 
simultaneously — a vital factor in the 
economic operation of the huge 
supertankers of today. 


new 


BORG-WARNER 


... Borg-Warner is a leading maker of 
nuclear pumps of many types. Almost 
every reactor in the U. S. has pumping 
equipment designed or built by a division 
of B-W. 


CALUMET & HECLA 

.. . Reserves in the uranium ore body 
in Ambrosia Lake (N. M.) district are 
conservatively placed at 500,000 tons 
averaging 0.30% U. O, valued at about 
$25 per ton. 


CINCINNATI MILLING MACHINE CoO. 


... Atomic reactor fuel elements made 
of uranium, an extremely difficult ma- 
terial to machine, are being successfully 
machined on the Company’s lathes and 
drills. 








Calumet & Hecla’s vacuum annealer processes 
tubes for Atorsic Power Plant program. 
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Chart from 1956 report of Columbia Gas 

System indicates relative importance of 

energy sources. Information from a joint 

Congressional Committee shows that atomic 

energy for generating electricity will sup- 

plement rather than replace conventional 
fuels. 





DUKE POWER CO. 


Nuclear plants at the present 
stage in the art must be considered as re- 
search and development projects, Learn- 
ing by actual experience the scientists 
and engineers hope to be able to build a 
second or third generation of nuclear 
plants which will be competitive with 
plants using conventional fuels. This 
process of development will require sub- 
stantial expenditures of money and of 
man power, but it is felt that it is a 
necessary investment in our future. 


The use of nuclear fuels for electric 
energy production will be an evolutionary 
process. As soon as they become econom- 
ical the nuclear plants will be built for 
the additional load requirements and will 
be given the benefit of base load. It is 
expected that both the coal-fired steam 
plants and the hydro plants of the Com- 
pany will live their normal life cycles 
after introduction of nuclear plants. 


E. I. DU PONT DE NEMOURS & CO. 

- In November, the Company en- 
tered into an agreement with the A.E.C. 
to undertake development work to de- 
termine the feasibility and economics of 
heavy-water-moderated reactors for elec- 
tric power generation. Such a system is 
of particular interest to the Commission 
because of the promise it offers of using 
natural uranium as fuel. 


... The Savannah River Atomic En- 
ergy plant near Aiken, S. C., was suc- 
cessfully operated during the year with 
approximately 8,000 laboratory and plant 
operating personnel. A force of 2,100 con- 
struction employees is engaged in work 
related chiefly to modification and im- 





provement of equipment to attain in- 
creased capacity and flexibility. 


FIRESTONE TIRE & RUBBER CO. 


. . . We continue to manage the Ord- 
nance plant at Sandusky (Ohio) where 
an atomic reactor is being installed, 
which will be serviced by Firestone. 


FIRTH STERLING, INC. 


. .. In the main laboratories at Pitts- 
burgh, work continues under certain de- 
velopment contracts on the production 
of various metallic compounds for use 
as control rods and moderators in nuclear 
reactors. 


FLORIDA POWER CORP. 


. . . We continue to be active in the 
Florida Nuclear Power Group composed 
of our neighboring companies, the Flor- 
ida Power & Light Co. and Tampa Elec- 
tric Co., as well as Allis-Chalmers Manu- 
facturing Co., Babcock & Wilcox Co. and 
the Stone & Webster Engineering Corp. 

. . . While we do not see lower fuel 
costs for our power plants in the immedi- 
ate future through the use of atomic 
power, we want to be ready if and when 
nuclear power becomes competitive with 
fossil fuels, 


GENERAL ELECTRIC CO. 


. Began a multi-million-dollar in- 
vestment in facilities for development of 
atomic-electric power. Among the new 
facilities is the Vallecitos Atomic Labor- 
atory at Pleasanton, Cal. Knowledge 
gained from this experimental reactor 
will aid the Company in its major civilian 
atomic project, the design and construc- 
tion of the world’s largest all-nuclear 
power plant yet scheduled — a 180,000- 
kw plant which is expected to supply 
atomic electricity to the Chicago area by 
the end of 1960. Canadian General Elec- 
tric is developing Canada’s first atomic 
power plant. 


GENERAL MILLS 


... The Mechanical Division expanded 
its activities in the design and production 
of remotely-controlled handling equip- 
ment for atomic energy installations. 
Huge radar antennas for submarine such 
as the USS Rasher and for the world’s 
newest and largest nuclear submarine, 
the USS Triton, are built by General 
Mills. 














Con Edison’s 275,000-kilowatt atomic energy electric generating station being built on 
a 350-acre tract of land in Westchester County at Indian Point on the Hudson River. 
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Fuel Element Fabrication Building at Com. 

bustion Engineering and Development Cen- 

ter at Windsor, Conn. Equipment in left 

foreground (welding dry boxes) welds fuel 

element sub-assemblies. (See July issue for 
report comments.) 





GENERAL PRECISION EQUIPMENT 


... Work for the Armed Services which 
does not represent large dollar volume 
but which is of particular technical in- 
terest is being done by Griscom-Russell 
relative to atomic power units and guided 
missile and rocket components, and by 
Prevision Technology in relation to at- 
omic weaponry. 


GENERAL TIRE & RUBBER CO. 


. . . Aerojet-General Corp., subsidiary 
(San Ramon, Calif.), facilities are now 
producing compact nuclear reactors for 
the research, medical diagnosis and pro- 
cess control fields. The company will also 
develop a gas-cooled reactor for the 
A. E. C. 


GOODYEAR TIRE & RUBBER CO. 


. .. Research facilities have been in- 
creased by the addition of a new radi- 
ation laboratory for testing, evaluation 
and development of rubber and plastic 
products to withstand nuclear radiation 
and the modification of these materials 
to give fundamental improvement. . 
Contract with A. E. C. to operate gaseous 
diffusion plant in Pike County, Ohio, 
renewed for four years. 


Construction of the sprawling gaseous 
diffusion plant was completed well ahead 
of schedule and was accomplished at a 
total cost of approximately $800,000,000, 
a saving of $400,000,000 to the American 
taxpayer. 


Contractors involved in this gigantic 
project, including the operating contrac- 
tor, Goodyear Atomic Corporation, have 
been commended by the A. E. C. for the 
efficient manner in which construction 
and initial operations were accomplished. 
Currently under construction and sched- 
uled for completion by mid-1957 is a feed 
plant for the processing of uranium te- 
trafluoride to uranium hexafluoride. 
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Electric equipment shown in this switch 
yard photo from Goodyear Tire & Rubber 
Co. report gives some idea of tremendous 
amount of power needed by atomic plant. 





W. R. GRACE & CO. 


... The (new) plant at Erwin, Tenn., 
is designed to produce uranium, thorium, 
and rare earth alloys and metals for re- 
actors now in use or under construction 
by both private enterprise and defense 
units ... the first of its kind financed and 
operated entirely by private enterprise... 
Thorium metal to be produced by the 
new plant is also expected to find ex- 
tensive use in magnesium alloys for jet 
aircraft and guided missiles . .. The first 
production is tentatively planned for late 
in 1957. 


GULF OIL Co. 


... Principal unit in the nuclear science 
laboratory is a  3,000,000-volt “atom 
smasher,” known as a Van de Graff 
Particle Accelerator, said to be the larg- 
est employed by private industry ... al- 
lows identification of components in a 
material through bombardment’ with 
beams of electrons, protons, neutrons and 
X-rays. 

Projects have been started which are 
so designed to explore the use of nuclear 
energy in all phases of petroleum work, 
ranging from recovery of more oil by at- 
omic methods to possibilities of improv- 
ing refining by nuclear techniques, as 
well as radioactive “tracer” studies. 


HIGH VOLTAGE ENGINEERING 
CORP. 


... One of the major projects is de- 
velopment of the tandem accelerator. 
This machine will nearly double the use- 
ful voltage range of the Van de Graaff 
and will enable physicists to study the 
nuclear levels of heavy elements with 
a precision impossible with existing 
equipment. Interest in this project 
among physicists is worldwide, and we 
are confident that tandem accelerators 
will produce an important source of in- 
come to the company in the immediate 
future . . . The new plant contains a 
2-million-volt Van de Graaff accelerator 
fo use by industry in pilot plant studies 
in clectron sterilization, polymerization, 


Atcust 1957 


cross-linking and other radiation proc- 
essing applications. 


INGALLS IRON WORKS CO. 


. . . Ingalls was selected to fabricate 
the structural steel and erect the $3 
million plant, the largest private atomic 
power generating plant in the United 
States, at Peekskill, N. Y. (Consolidated 
Edison Co.) 


INTERNATIONAL TELEPHONE & 
TELEGRAPH CORP. 

. . . The atomic-age techniques of ir- 
radiation and radioanalysis are being 
applied by Standard Telecommunication 
Laboratories (London) to plastics and 
semi-conductors. A new radiation labora- 
tory, designed around a 2 million elec- 
tron-volt Van de Graaff particle acceler- 
ator, is employed to bombard these ma- 
terials with electrons, protons, deuterons, 
slow and fast neutrons, or gamma rays, 
as desired. A new radioanalysis labora- 
tory is equipped to identify and measure 
the radiations of isotopes produced by 
such bombardment. 


KAISER INDUSTRIES CORP. 


. . . Design and construction of $14,- 
975,000 nuclear engineering test reactor, 
at Idaho Falls, for the A.E.C. 


LONG ISLAND LIGHTING CO. 


.. . Our major efforts continue to be 
channeled through Atomic Power Devel- 
opment Associates and Power Reactor 
Development Co. Membership in APDA 
has grown to forty-six of which thirty- 
four are electric utilities and twelve are 
manufacturing and consulting firms. 
PRDC now has twenty-one member com- 
panies consisting of fourteen utilities and 
seven manufacturers. 


We believe this fast breeder type of 
reactor has excellent prospects of eco- 
nomical operation because in addition to 
producing energy it converts ordinary 
uranium into plutonium, a_ valuable 
atomic fuel that will be purchased by 
our government. The especial attractive- 
ness of this type of reactor is that it 











Se or 
I.T.&T. reports shows this 2 million electron- 
volt Van de Graaf particle accelerator. 





will produce more atomic fuel than it 
will consume. APDA’s design forms the 
basis of the 100,000-kw atomic power 
plant being built by PRDC ... In view 
of the constantly increasing drain on the 
country’s fossil fuels . . . we are keenly 
interested in the development by private 
industry of this new fuel which exists 
in such relatively large quantities. 


MALLINCKRODT CHEMICAL WORKS 


. . . Production to meet orders for en- 
riched uranium compounds was under 
way by early September of last year. 
Operations are considered satisfactory 
and some expansion required for future 
business is currently going forward. 








Heat produced by the atomic energy reactor (in building at right) is used to generate 
electricity. (For the first time — a private utility company produced atom-powered elec- 
tricity on July 12.) The reactor is part of the Sodium Reactor Experiment being con- 
ducted in the Santa Susana Mountains near Los Angeles, by Atomics International, a 
division of North American Aviation, Inc., for the Atomic Energy Commission to develop 
economical power from nuclear energy. Electricity is generated by an experimental power 
station installed adjacent to the reactor by the Southern California Edison Co. (left). 
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. . . The new cost-plus-fixed-fee con- age Power Reactor — reactor through of the 240 people now employed in the NOR 
tract provides for operation by the Com-  steam-driven generator — is controlled Company’s Atomic Power Division but ca 
pany of both the A. E. C.’s existing by Honeywell’s system which incorpor- also a group of about 40 of the Com- Cory 
uranium processing facilities in St. Louis ates many new components especially pany’s designers temporarily located in Keta 
and the new facilities being constructed engineered for nuclear applications. Washington, D. C. leadi 
by it at Weldon Spring, Missouri, now ex- Detailed design was advanced on the field 

: : NATIONAL LEAD " : 

pected to be completed in the spring of aT - ee ; ; prototype large ship reactor propulsion NOE 

1958. Total cost of plants that will be ... The Company has joined with nine unit under construction for the Atomic ‘ 
operated by the Company at that time is other companies to form Industrial Re- nergy Commission at the National Re- a 
estimated at approximately $60,000,000. sag yr stan — yo se actor Testing Station in Idaho... Re. f Pr” 
the first nuclear reactor and researc acto 

actors and other nuclear components for 

MINNEAPOLIS-HONEY WELL center owned entirely by private indus- the prototype unit will be furnished by reac 

REGULATOR CO. : P yP i a : 
try (at Plainsboro, N. J.), scheduled for Westinghouse Electric Corp. orde 

... The entire plant of the Army Pack- completion early next year (1957). Prob- ——s 

able uses by the Company include the 
study of the structure of metals and al- 
loys, development of new and improved po-------- [af Bs 4 ---------- > 
UW INITO'N) nuclear shielding materials, production ‘ ; 
CARI of isotopes for various industrial applica- ‘ (PROTECTION | : 
BIbpe tions, and exploration of the uses of re- ‘ = ‘ 
actor radiation in the solution of many ‘ THE FLINTKOTE COMPANY ‘ 
A cash dividend of Ninety cents ea oe Tam IO, HF 
cnet rary on the outstanding NEW ENGLAND ELECTRIC SYSTEM + QUARTERLY DIVIDENDS ; 
t i i ‘ , , ‘ os 
ai 7" _ of this Corporation has ... Late in 1956 directors authorized a , have been decared as follows: ; 
een declared, payable September . P . ‘ 
8. 1957 té-aockhelders of record at program looking toward construction of ‘ Common Stock* ' 
the close of business August 2, 1957. still another atomic-electric generating ; sixty cents ($.60) per share ; 
BIRNY MASON, JR. plant, to be owned by a System subsidi- : $4 Cumulative Preferred Stock ‘ 
Vice-President and Secretary ary ... with capacity in excess of 200.000 : one dollar ($1) per share : 
UNION CARBIDE CORPORATION kw. Studies are currently being made to $ Brth dividecds are payable Sep- ! 
determine the most promising type of re- ‘ — ~ oe oe of | 
: $ rec ‘k he ose oO ‘ 
actor to use and the best method of in- + August 30, 1927. seals 
tegrating the atomic plant with other ¢ ELSA SER, De. Treemmeer 
*}s4° s August 7, 1957. ; 
COMMON Stock pone — "116 Giigend = 
. ividen ‘ 
DIVIDEND NEWRORT NEWS SHIPBUILDING G —— Matarotinesecennsensssscsnannnwenesss , 
DRY DOCK CO. see | 
The Board of Directors of Central woes The Company + Sey Re : : 
and South West Corporation at its tivities continued at an accelerated pace : SOUTHERN : 
meeting held on July 10, 1957, a : meee Re : H 
Ts & cet ancaiads dv during 1956 with emphasis on the nuc : NATURAL GAS: 
dend of forty cents (40c) per share lear-powered Naval surface ship project. : COMPANY 
- eg ga eg ee The nuclear-powered submarine to be : : 
: i 2 : . : irmi A 
Amipest 30, 1957, te sedhabtnns built by the Company will be based on the : Birmingham, Alabama : 
of record July 31, ee recently developed ALBACORE design, : Common Steck Oividead e.74 ¢ 
Leroy J. “oo with a displacement of about 3,000 tons. H A regular quarterly divi- 
The reactor and other nuclear compon- dend of 50 cents per share 
CENTRAL AND SOUTH WEST ents will be purchased by the Govern- zn a ee ae 
: : ommon Stock of Southern 
CORPORATION ment and supplied to the Company. In Natural Gas Company, pay- 
Wilmington, Delaware undertaking this project the Company * able September 13,. 1957 to 
is entering a new field in which, it is be-  stocknolders of record at the 
leved, there will be considerable activity 9 — on August 
over the next decade. : 
H. D. McHENRY, 
BALTIMORE GAS AND The ship design studies initiated in : Vice President and Secretary 
ELECTRIC COMPANY 1955 entered the contract guidance plan  Besncetnnndeindbeniead : 
BALTIMORE » MARYLAND stage, involving not only a large part 
QUARTERLY DIVIDENDS a 
Dividends of $1.12\4 a share on the 414% 
Preferred Stock, Series B; $1.00 a share on T e N N E S > E E 
the 4% Preferred Stock, Series C; and 45 Cs A a 
cents a share on the Common Stock, have 
been declared for the quarter ending Sep- TRANSMISSION COMPANY 
tember 30, 1957, all payable October 1, AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 
1957, to holders of record at the close of HOUSTON, TEXAS 
business on September 13, 1957. Th ' ree er 
eee a dal = e regular quarterly dividend of 35c per 
J. 1 was I WOLFE DIVIDEND share has been declared on the Common 
resiaent Stock, payable September 16, 1957 to 
—_ kholders of record 
Dividends paid on Common Stock without stockholders of record on August 23,1957. 
interruption or reduction since 1910. J. E. IVINS, Secretary 
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NORDEN-KETAY CORP. 


. . Nuclear Science & Engineering 
Corp. of Pittsburgh, one of Norden- 
Ketay’s subsidiaries, continues to play a 
leading consulting role in the nuclear 
field (radiation protection services). 


NORTH AMERICAN AVIATION, INC. 


... Installation of the nation’s first 
privately-owned industrial research re- 
actor, initiation of an organic moderated 
reactor experiment ... and receipt of 
orders from other countries for small re- 








Atlas Corporation 
33 Pine Street, New York 5, N.Y. 











Dividends declared on 
5% Cum. Preferred Stock 
and Common Stock 


¢ Preferred Dividend No. 5 
Regular quarterly of 25¢ 
per share 
Payable September 16, 1957 
Record date August 30, 1957 
* Common Dividend No. 63 


Regular quarterly of 15¢ 

per share 

Payable September 20, 1957 
Record date August 30, 1957 


WALTER A. PETERSON, 


Treasurer 
August 7, 1957 

















Common Dividend No. 151 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
September 16, 1957, to 
stockholders of record at 
close of business August 
30, 1957. 
C. ALLAN FEE, 

Vice President and Secretary 

August 1, 1957 





search reactors . . . eventual operation of 
the sodium reactor in the Santa Susana 
Mountains at its design capacity will pro- 
duce 20,000 kw of heat. Southern Cali- 
fornia Edison Co. has installed power- 
generating equipment rated at 7.500 kw 
adjacent to the reactor, and plans to pro- 
duce electricity to be fed into the firm’s 
power network. (See photo at p. 779.) 


In the fields of reactors for smaller 
power applications, construction of an- 
other experimental power project, the 
Organic Moderated Reactor Experiment, 
is now complete. This reactor also built 
for AEC will produce 16,000 thermal kw. 
Preoperational testing is now under way, 
and critical tests are scheduled for this 
summer, near Idaho Falls . . . Marked 
advantages for small and medium-sized 
power plants, including those for mobile 
installations, are inherent in this type 
of reactor. 


The company is negotiating to under- 
take research and development on a 
power reactor of the organic moderated 
type to produce 12,500 kw of electricity 
. . . based on the proposal submitted by 
the city of Piqua, Ohio. 


NORTHERN STATES POWER CO. 


Plans contemplate a 60,000 kw 
atomic power plant estimated to cost 
from $20 to $25 million to be completed 
about 1962. Northern States, which will 
own and operate the plant, will invest in 
it an amount commensurate with an in- 
vestment in a conventional plant of 
similar size and location. The associated 
power companies and the manufacturer 
will share in the substantial additional 
costs involved. 


Plans call for a controlled re-circula- 
tion boiling water reactor, a type that has 
been under detailed study by Allis Chal- 
mers. It is believed new concepts in the 
design of this reactor will make a signi- 
ficant contribution towards bringing the 
cost of generation of electric power from 
atomic energy into a competitive position 
with conventional plants. 


Fuel procurement has always received 
major attention, because fuel cost is one 
of the largest elements of operating ex- 
pense. Generous supplies of natural gas 
have been available for generation in re- 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 9, 1957, to stock- 
holders of record at the close of business August 16, 1957. 


ERLE G. CHRISTIAN, Secretary 
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cent years, but in the future gas will be 
preempted for space heating and power 
generation will have to depend upon coal. 
The lower cost coal reserve being deple- 
ted, interest is intensified in atomic 
power as a new energy sour-e for elec- 
tric generation. 
(To be continued) 
A) a & 

@ In twenty years labor and pension 
funds will own 35% of all big business, 
Adolf A. Berle, Jr., chairman of the 
board of the Twentieth Century Fund 
stated recently. 
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AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Manufacturers of Ceramic 
Wall and Floor Tile 
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COMMON STOCK DIVIDENDS 
Declared July 24, 1957 


Cash: 15¢ per share 
Payable August 30, 1957 
Record Date August 16, 1957 
Stock: 4% 
Payable December 16, 1957 
Record Date November 15, 1957 















































E CONTINENTAL 
CAN COMPANY, Inc. 
163rd 
COMMON DIVIDEND 

A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payableSeptember 
14, 1957, to stockholders 
of record at the close oi 
business August 22, 1957 


os 


51st 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93 34) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable October 1, 1957, to 
stockholders ot record at 
the close of business 
September 13, 1957 


4th 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12 14) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable September 
30, 1957 to stockholders ot 
record at theclose of busi. 
ness September 6, 1957 


LOREN R. DODSON 
c Secretary 
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Wisconson Bankers Discuss 
Trust Problems 


Trust problems and estate planning 
were the topics under consideration for 
half the morning session of June 19, 
when 1400 members and guests of the 
Wisconsin Bankers Association gathered 
in Milwaukee. Philip K. Dressler, assist- 
ant vice president and assistant trust 
oficer of Marshall & Ilsley Bank, Mil- 
waukee, presided over a panel of Trust 
Committee members including: Russell 
J. Clark, vice president of Marine Na- 
tional Exchange Bank, Milwaukee; Ca- 
therine Cleary, vice president of First 
Wisconsin Trust Co., Milwaukee; Arthur 
R. Jones, vice president and Trust officer 
of Bank of Madison; and Joseph F. 
Ryan, vice president and trust officer 
National Manufacturers Bank, Neenah. 


The speakers outlined the estate of 
John Gadget. Mr. Dressler described his 
family, gross estate, general tax prob- 
lems and his tax savings opportunities. 
Mr. Ryan commented on his joint hold- 
ings and problems in connection with 
them. Mr. Jones pointed out John’s need 
for liquidity and the use of existing 
assets including life insurance to meet 
that problem. Miss Cleary took up 
John’s holding of the Gadget Manu- 
facturing Co. how the stock was valued, 
the possibility of partial redemption, 
and future management of the company. 


The average man has three estates, 
Russell Clark said; his general estate 
consisting of property he holds solely in 
his own name; his joint estate which he 
generally owns with his wife; and his 
insurance estate. In John’s case the 
Committee rebuilt these three estates 
into a productive estate shelter of vital 
importance to John Gadget’s family. 


Mr. Clark described the estate plan- 
ning team of trust officer, insurance man, 
legal counsel and accountant, discussing 
the contribution of each. He then out- 
lined the steps by which an estate plan 
is worked out by the team. 


After all necessary legal documents 
have been approved and signed, he 
said, “we recommend, if possible, that 
the signed will be left with us if we 
are to be the executor and trustee, with 
copies to go both to the estate owner 
an his attorney for future reference. . . . 
Does the signed will complete our job? 
vould say it does not . . . we set up a 
tichler file . . . we recommend to the 
estate owner that he make it a point to 
re\iew his situation at least every other 
year, but in any event whenever there 
as been a change in the family picture.” 


< 
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New Common Trust Funds 
First National Bank, Sioux Falls, $.D., 


established a Common Trust Fund on 
April 1, becoming the first bank in the 
State to create such a fund. 


Mellon National Bank & Trust Co., 
Pittsburgh, on May 13 established “Col- 
lective Trust Fund E”, which will be 
operated as a Common Stock Fund. 
Mellon already had a diversified legal 


fund and a fixed income fund. 


United States National Bank, Denver, 
established a Fixed Income fund on 
May 31. It had an equity fund already 


in operation. 


Crocker-Anglo National Bank, San 
Francisco, established two funds. on 
August 1. One will be operated as a 
Fixed Income Fund and the other as a 
Common Stock Fund. 
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Stamford Trust Co. Cited for 
Management Excellence 


The Stamford (Conn.) Trust Co. was 
given a rating of “Excellent” by the 
American Institute of Management after 
a management analysis published for 
Institute members in July 1957. The 
A.I.M. commends the Trust Company 
for the leadership of its president, 
Harold Rider; for the executive and 
committee structure; for its services to 
new industries in the area; and for 
establishment of unusual services. 


In matters affecting only the trust de- 
partment, the report states, the president 
may pass on policy directly to the vice 
president and secretary, who was for- 
merly head of that department (as was 
the president also). The trust committee 
is composed of nine: the president, the 
vice president and secretary, the vice 
president and trust officer, the vice 
president in charge of investments, an 
assistant vice president (investments), 
the lead of the statistical department, 
and three outside directors. Non-mem- 
ber directors are invited to attend on a 
rotating basis. 


Until 1952 the board of directors had 
only one inside member, the president. 
At Mr. Rider’s suggestion, the executive 
vice president and the head of the trust 
department were added. 
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@® Training courses for the early autumn 
conducted by Kennedy Sinclaire, Inc., 
New York, have been announced as fol- 
lows: Sept. 16-17, 35th Estate Planning 
& Sales Training Course; Oct. 21-24, 
10th Trusts Sales & Estate Planning 
Seminar. 


Comptroller Studies Bank 
Pension Plans 


The Comptroller of the Currency has 
completed a survey of staff pension plans 
among national banks as of late 1956 
and early 1957 showing that approxi- 
mately one-third of national banks have 
such plans. Reports were received from 
4,521 national banks, not including 138 
having pension plans but with incom- 
plete data available at the time of the 
survey. The banks without pension plans 
were chiefly the smaller ones which in 
the aggregate accounted for only one- 
fifth of the officers and employees of the 
reporting institutions. 


No banks with deposits under $750,- 
000 had pension plans. Below the $10,- 
000,000 deposit mark the banks without 
plans outnumbered those which had 
them. Above this breaking point the re- 
verse was true—in every category the 
banks with plans were more numerous 
than those without. 


The average annual cost of plan per 
bank was $2,000 in the $750,000-$1,- 
000,000 deposit category. Above that it 
rose with e¢ach deposit size group from 
$1,700 per year for the $1-$2,000,000 
group to $1,445,500 per year for the 
over $500,000,000 group. The average 
annual cost of plan per staff member 
was $500 for the $750,000-$1,000,000 
deposit group. In the other groupings it 
was close to $280 except for $266 in the 
$10-$25,000,000 group, $229 for the 
$50-$100,000,000 group, and $409 for 
the over $500,000,000 group. 


The Comptroller’s office is presently 
analyzing the data obtained in the sur- 
vey and the findings will be presented to 
national banks by a letter from the 
Comptroller later this year. One pur- 
pose of the survey is to learn the cost of 
pension plans in the hope that smaller 
institutions might feel able to establish 
plans of their own and thus be able to 
attract and hold superior personnel in a 
pension-conscious era. 


Additional data obtained from the 


survey are quoted here from the July 
1957 issue of Banking. 
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$750,000-$1,000,000 (96) 2 40 21.0 
$1-$2,000,000 (635 43 6.0 8.7 


$2-$5,000,000 (1559) 331 112 76 
$5-$10,000,000 (1056) 364 235 7.3 


$10-$25,000,000 (696) 416 45.4 7.6 
$25-$50,000,000 (242) 118 97.0 7.3 
$50-$100,000,000 (115) 98 193.5 7.0 
$100-$500,000,000 (113) 104 577.2 6.8 
Over $500,000,000 (21) 21 3,537.6 6.7 











ON THE PUBLICITY FRONT 


Newspaper Advertising 


ae AS your family what it takes to 
H run your business?” inquires an 
ad of Continental Illinois National Bank 
& Trust Co., Chicago, which pictures 
a triple frame of wife, son and daughter. 
The text suggests that an estate plan does 
not convey business knowhow to the 
family and points out the experience of 
the bank’s trust officers in keeping 
“family concerns under control”. 


“Is your wife the ‘Executrix’ type?” 
asks an ad of National Newark & Essex 
Banking Co.. Newark, N. J. “You may 
think she is.” the text continues, “And 
yet most women who have had to man- 
age their husband’s estates will tell you 
that it is a difficult and burdensome 
task — one that is thrust upon them 
when they are least able to cope with 
added _ responsibilities.” The “wife” in 
the picture is shown with a small baby. 

“When A-D-D-I-T-I-O-N spells S-U-R- 
P-R-I-S-E” is when you list your pos- 
sessions, add up the value, and find you 
have an estate. says a catchy ad from 
Hamilton National Bank, Chattanooga. 
Pen sketches depict some typical assets 
and the surprise on the face of the owner 
when he has added their value. The text 
concludes, “We suspect you'll want to 
see your lawyer about the Will you do 
need — and call on us for help with the 
financial side of your plans.” 


“How to buy time” — illustrated with 
a close-up photo of a sundial — is 
Fidelity-Baltimore National Bank’s title 
to an ad suggesting the purchase of life 
insurance and a way to “increase the 
usefulness of your life insurance by es- 
tablishing a trust”. 

“Because someone cared enough .. . 
to plan ahead” the widow in an ad by 
Berks County Trust Co., Reading. Pa., 
was well taken care of. The steps of 








From ad used by Fidelity-Baltimore 
National Bank. 
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build’ng the estate are outlined — sav- 
ings, life insurance, a home, investments, 
— “and to make sure that what they 
were setting aside would provide the se- 
curity he wanted for his family, there 
were frequent discussions with a trust 
officer and an attorney. His estate was 
not large, but he planned it well.” And 
named the bank executor and trustee. 


“How Mr. R. J. saved $24,100 on his 
estate taxes” is related in an ad from 
Bankers Trust Co., New York. The ad 
does not explain in detail, however. In- 
stead, it suggests that “if your will was 
made before 1948,” you should “con- 
sider asking your lawyer to review it 
now. It may be possible to reduce your 
estate taxes substantially”. 


“If you carry $25,000 or more life 
insurance, ready cash will be vital when 
your estate is being settled.” observes 
Bridgeport-City Trust Co., Bridgeport, 
Conn, in an ad that offers a booklet on 
“The other settlement option for your 
life insurance policies”. The text stresses 
the need of cash for taxes and the “im- 
portance of life insurance as a_ basic 
safeguard.” 


“Dangerous Treasure’, in an ad from 
Huntington National Bank, Columbus, 
Ohio, turns out to be an old will. “Some 
old papers are precious to their owners. 
fragments of the past to be treasured. 
But an out-of-date will can be the most 
costly piece of paper your family 
heard of.” The ad explains why 
offers a free Estate Analysis. 


“2 in 1... Attorneys: your clients 
and their employees can profit from this 
new ‘two-in-one’ trust for employee bene- 
fit plans”, announces an ad from Ameri- 
can Fletcher National Bank & Trust Co.., 
Indianapolis. The text discusses advan- 
tages of the Fixed Income Fund and the 
Equity Fund handled under one Trust. 


“Their time: costliest item in 
the company pension plan” titles an ad 
of First National Bank, Chicago, which 
describes the experience of “B Com- 
pany’. This firm used its top manage- 
ment to administer its pension fund, but 
as the fund grew, so did the amount of 
time needed for its supervision. Their 
solution was to turn over administration 
of investments for the fund to the First 
National. 


ever 


and 


own 


“Memo to all secretaries” — complete 
with shorthand and one of the secretaries 
— records items about the advantages 
employees of business firms would find 
if they established a pension or profit 
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First National, San Diego, compares old 
time planning for cattle with modern estate 
planning. 





sharing fund and had it invested in the 
“Multiple- Employer Trust Fund” of 
Union Trust Co., St. Petersburg, Fla. A 
booklet on the subject is offered. 

“A sound answer to the executive 
compensation problem” is offered by 
Manufacturers Trust Co., New York, ina 
coupon ad which leads to a booklet on 
“How Your Company can benefit from 
Deferred Profit-Sharing Plans.” It is 
advertised to show “how to minimize 
the double impact of corporate and per- 
sonal income taxes”. 

“What Every Executive’s Secretary 
Knows” titles an ad about accountants 
published by Fort Worth National Bank 
at the time of the convention in Fort 
Worth last June of the Southern States 
Accountants Conference and the Texas 
Society of Certified Public Accountants. 
The ad says the secretary’s shorthand 
notes would read, “You will enjoy extra 
peace of mind when you rely on the sure 
knowledge of your Accountant in plan- 
ning and keeping records of business 
and personal financial affairs . . . ” The 
bank also published a direct “welcome” 
ad to the attending accountants. 

“Will your property ‘make a living’ 
for your family?” inquires Commerce 
Union Bank, Nashville, in an ad which 
suggests life insurance as the means i0 
bridge the gap between what your pre- 
sent property will buy in the way of in- 
come for your family and the amount 
you believe to be enough. Copies were 
sent with a covering letter to life under- 
writers. 
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Booklets 


\ recent booklet of Guaranty Trust 
Co., New York, describes its investment 
facilities, experience and practices. 
“Each supervisory officer has had from 
8 to 35 years’ experience with us in 
this field of work.” Members of the di- 
vision work in groups assigned to spe- 
cific industries, the booklet explains, and 
prepare company information in_ the 
of “situation memoranda” sub- 
mitted to the policy committees at the 
rate of six or eight a week. 


form 


“Your lawyer isn’t a mind reader!” 
observes the current monthly trust leaf- 
let of United States National Bank, Port- 
land, Ore. The text suggests some of the 
reasons for revising a will and some of 
the advantages of having a will, drawn 
by an attorney. It points out. however. 
the necessity of informing one’s attornes 
of changes in status that might be re- 
flected in changes in the will. 

Continuing popularity of the “Gallup 
Poll” was used as a springboard for an 
article on a limited poll of their own 
by Crown Trust Co., Toronto, in a re- 
cent issue of its publication, the Crown 
Trust Digest, Using the question, “Do 
you believe your husband should ap- 
point a trust company as one of the ex- 
ecutors in his will?”, the answers of two 
women—-and a discussion of each—are 
used to dispel the false impressions that 
a corporate executor would restrict the 
widow’s expenditures and that a corpor- 
ate executor is expensive. 

“Open House—School Students Tours 
— Anniversary Celebrations for banks” 
is the latest educational manual pub- 
lished by the Pennsylvania Bankers As- 
sociation. It is “a practical zuide to test- 
ed ways and means of using these public 
relations tools successfully”. Suggestions 
are given for selection of visitors, ad- 





Trust Department lobby display in use at 
Sovth Shore National Bank, Quincy, Mass. 


Atcust 1957 





Over 400 people listened intently to Merryle Stanley Rukeyser, nationally syndicated 


columnist, at a forum sponsored recently by First 
Rochelle, N. Y. He spoke on “The Outlook for Business and Investments.” 


Westchester National Bank, New 


A unique 


discussion period followed in which members of the Board of Directors joined the 
speaker in answering questions from the floor. Through the generosity of the local radio 
station WNRC, Mr. Rukeyser’s address was transcribed and broadcast the following week. 





vertising, preparations within the bank, 
and the actual of the 
The booklet is brief, concise and selective 
rather than exhaustive. 


Lobby Displays 


A trust department display poster in 


conduct event. 


the main lobby of South Shore Nationa! 
Bank, Quincy, Mass., attracted hundreds 
of people. Many made pleasing remarks 
and others, acting on the reminder, dis- 
cussed their estate plans with the trust 
officers. The display, which cost $50 and 
will be used in the bank’s branch of- 
fices also, follows the sailboat theme of 


“knowing the ropes” — appropriate for 
a sea-going city — with an application to 


knowing the ropes of an estate. Pen- 
nants shown in the accompanying pic- 
ture read “My will? ... My business? 
... My insurance? ... Joint Ownership? 
. . . My investments? . . . Taxes?” The 
display had the double advantage of 
selling a service and publicizing the 
bank’s new Granite 
Trust Co.). 


name (formerly 


A AA 


@ Total amount of estates, trusts, set- 
tlements, agencies etc., administered by 
Elder’s Trustee & Executor Co., Ltd., of 
Adelaide, Australia, reached an all-time 
high of £22,737,303. New business dur- 
ing the year had a total value of 
£4,280,633, considerably in excess of the 
figure for any other year. 


MEMOS 
(Continued from page 758) 


However, a small but increasing num- 
ber of union leaders has begun to realize 
that the safeguarding of dollar principal 
is by no means the same as maintaining 
purchasing power. Officials, as well as 
the rank and file, have become increas- 
ingly aware of the problems of dollar 
depreciation. In wages, the unions have 
often insisted on escalator clauses to 
compensate for increases in the cost of 
living. (Just recently, Walter Reuther 
stated that he believed the same “escala- 
tor principle” should be applied to re- 
tirements benefits). On the other side of 
the table, many employers are insisting 
that retirement funds be invested to off- 
set dollar depreciation to at least some 
reasonable degree. 


The trend of recent years toward in- 
vestment liberalization seems destined to 
find broader reflection in this area also. 
In fact, a beginning has been made by 
a substantial number of bi-partite funds 
which are presently placing up to 35% 
of their portfolios in common. stocks. 
For the most part, these are funds which 
have appointed a corporate trustee. As 
dollar totals climb, it is probable that 
union funds will become an increasingly 
important factor in the equity markets. 


Joun G. HEIMANN 
SMITH, BARNEY & CO. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statisics, Yale University 


INVESTING PROFIT-SHARING TRUST FUNDS 


HE Prorir SHARING. RESEARCH 

Foundation’s recent study* of 208 
profit-sharing trust funds makes such 
important contributions to the subject 
that we propose to review it in some de- 
tail. 


It is estimated that by the end of 
1955 there were about 10,000 qualified 
deferred profit-sharing trusts in exist- 
ence. Seven ,hundred of these were 
known to the Foundation and were sent 
an extensive questionnaire on their in- 
vestment and administrative practices. 
Of those contacted 208 completed the 
questionnaires in sufficient detail to 
allow them to be included in the study. 
With reference to the validity of this 
sample the author comments: “As we 
do not have any accurate figures on the 
makeup of the total universe with which 
we are working . . . we have no way of 
knowing how representative our sample 


is of this universe .. .”. 


The plans analyzed were divided into 
two groups, “broad coverage” plans in- 
cluding substantially all a company’s 
employees, and “limited coverage” plans 
in which less than one-third of a com- 
pany’s employees were eligible to par- 
ticipate. The Sears, Roebuck and Co. 
fund with more than $800 million of 
assets was deliberately excluded from 
the study since its investment and ad- 
ministrative policies have already been 
fully described in Emmet and Jeuck’s 
Catalogues and Counters (Chicago, 
1950). 


The author himself wrote only the 
first eleven of the nineteen chapters into 
which the book is divided, the remainder 
being contributed by various companies 
operating in the field of deferred profit- 
sharing trusts. After three preliminary 
chapters introducing the study and de- 
fining its objectives, there are five chap- 
ters giving details on “broad coverage” 
plans in companies with: (a) 5,000 or 
more employees, (b) 1,500 to 5,000 em- 
ployees, (c) 500 to 1,500 employees, 

*J. J. JEHRING, The Investment and Adminis- 
tration of Profit Sharing Trust Funds, Profit 


Sharing Research Foundation, Evanston, Ill., May 
1957. 
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(d) 100 to 500 employees, and (e) 100 
or fewer employees, respectively. The 
ninth chapter deals with the 27 “limited 
coverage” plans, while Chapter X sum- 
marizes the statistical findings. The 
author’s chapter discusses investments 
in a company’s own securities. 


Each of Chapters IV through X is 
written in a similar manner so that it is 
easy to compare differences in invest- 
ment philosophy between companies of 
different sizes or plans of different 
(“broad” or “limited”) types. Thus 
each chapter describes successively the 
administration of the funds — (a) re- 
sponsibility, (b) use of investment as- 
sistance, (c) the final investment au- 
thority, (d) employee committees, and 
(e) administrative costs — the size of 
the funds and their investment port- 
folios, investments in the companies’ 
own stock, investment policies, and the 
type of reports given to members. 


As we read the study our impression 
was one of complete diversity of ad- 
ministrative and investment policy. Thus 
one company with 700 participants out 
of a total of 1,050 employees stated: 
“There is considerable interest shown by 
the members in the fund investments 
The members by and large are conserva- 
tive in their thinking and have expressed 
fears of investments in common stocks. 
For the time being the managing com- 
mittee of the fund has decided not to 
invest in common stocks . . .”. On the 
other hand another company of 508 em- 
ployees with 217 participants in its plan 
invests 50% of its fund in equities. 


However, in Chapter X, the author 
does succeed in obtaining some order 
from this chaos. He finds, for example, 
that the preferred method of administra- 
tion (42.5% of the “broad coverage” 
group of companies) is by means of a 
corporate trustee with an employee ad- 
visory board. Banks are the most im- 
portant sources of information on in- 
vestments (40.8%) and nearly two- 
thirds of the companies left the final au- 
thority for investment in the hands of 
the trustee. Although 63.5% of the plans 


had an employee advisory committee, 
in less than a third of these was this 
committee the final investment authority. 
We note that union participation oc. 
curred in only one-tenth of the advisory 
committees although union members 
participated in 37% of the plans studied. 


Most interest is likely to center round 
the investment policies of the various 
funds. These are described in consider- 
able detail. Thus, for example, we are 
told that in 57.4% of companies with 
“broad coverage” plans the investment 
policy has been formulated and in half 
these cases it has been communicated to 
the participants. The author concludes 
that: “ .. . the investment policies can 
be classified as conservative, with the 
protection of principal rating extremely 
high in the objectives to be achieved. 
Younger plans tend to invest only in 
government bonds or very stable in- 
vestments . . . until such time as they 
have what they consider to be an ade- 
quate reserve to meet liquidity require- 
ments. Only then do they venture into 
equities.” This statement is particularly 
interesting in view of the publicity that 
has been given to the shift towards 
equities by pension and _ profit-sharing 
trusts in recent years. In spite of the 
common view that equity investments 
are ideal for profit-sharing plans this 
study indicates that this view is not 
so widely held as many have believed. 


As might be expected, the common- 
stock holdings of the plans were spread 
widely among industrial groups with 
preference shown for public utilities 
(used by 83% of the 118 “broad cover- 
age” funds investing in equities), 
petroleum (80%) and chemicals 
(72%). Furthermore, “as the companies 
grow in size, more and more of the 
funds invest some portion of their pool 
in their own company stock.” Thus, 
while 65 of the 181 “broad coverage” 
funds used “own company” stock invest- 
ments, 25 of these companies had over 
1,500 employees although there were 
only 37 such companies in the sample. 
“.. . in only a few exceptional cases 
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is all or almost all the fund invested 
in company stock. This occurs usually 
jn companies in which the stock is con- 
sidered generally to be of a very high 
grade.” 


The interest and profit-on-sale figures 
of the funds are shown to have been 
substantial during 1955 but the ques- 
tionnaire — deliberately, we suppose — 
did not permit an accurate estimate to 
be made of the effective interest earn- 
ings of the sample funds. 


Although some of the financial insti- 
tutions which contributed the last eight 
chapters of the book are among the fore- 
most in the profit-sharing field. the in- 
clusion of generalities on investment in 
life insurance, mutual funds and pooled 
trust funds, and on the utilization of the 
services of investment counsel, banks, 
stockbrokers and employee benefits con- 
sultants would seem to be gilding a lily 
that needs no such embellishment. Out 
of deference to the expertise of the sev- 
eral contributors the main author has 
made no attempt to integrate the diverse 
views expressed. Perhaps one should not 
be too critical of this. How can one 
bring into the same perspective an ac- 
count by investment counsel of average 
annual gains by 6.9% by equities dur- 
ing the 67-year period 1871-1937 fol- 
lowed by a 6.1% average annual gain 
between 1937 and 1955, and the assump- 
tion of a net 3% investment return to 
illustrate the advantages of an invest- 
ment in ordinary life policies? 

We recommend Jehring’s The Invest- 
ment and Administration of Profit Shar- 
ing Trust Funds to all having an interest 
in the subject. 


An Example of Pay-As-You-Go 
Financing 

Generally, actuarial journals — and 
there are some 16 issued annually by 
responsible actuarial associations all 
over the world — are of little interest 
outside a limited circle of technically 
qualified readers. But occasionally an 
article appears that deserves a wider 
recognition. Such is the case with a 
paper in a French journal about the 
pension plan of the French nationalized 
railroads.+ 

‘his pension plan goes back to 1850 
When it was established on what we 
would call today a “group annuity” (or 
“step rate”) method of financing. Al- 
though pensions were first fixed in rela- 
tion to “career average” compensation 
the formula is now 2% of final pay for 
every year of service up to 3714. Re- 





VETITJEAN, M. Le régime de retraites de la 


S.2 C.F. Bull. Assoc. Actuaries Dip. Inst. Sci. 
Pinon, Assur., Paris, 1956. 
ALcust 1957 


tirement is permitted after age 55 pro- 
vided the employee has 25 years of 
service, and there is a disability pension 
(without “actuarial reduction”) after 15 
years of service. Widows’ pensions of 
50% of accrued credits are paid auto- 
matically on death in service or after 
retirement, with no death benefit for 
single or female employees. Vested 
rights to deferred pensions are granted 
after 15 years of service. 


There are now about 350,000 railroad 
employees covered by the system al- 
though during the thirties there were 
nearly half a million. Including widows 
in receipt of annuities, there are present- 
ly almost 400,000 pensions in course of 
payment. 


The plan would be considered very 
generous by our standards except that 
we must remember that railroad em- 
ployees in France do not participate in 
social security benefits and that there is 
a 6% employee contribution. Using a 
314% interest assumption the actuaries 
of the system have computed that a “full 
current cost” figuret of 20% of payroll 
(including the employee’s own 6%) 
would support the system indefinitely. 


However, successive monetary de- 
valuations in France have wiped out the 
assets of the fund so that the system is 
now on a pay-as-you-go basis. The total 
pension roll is presently 63% of the 
active payroll though it is calculated that 
this will reduce to 50% eventually, if 
the number of employees remains at its 
present level. 


Here we have all the disadvantages of 
pay-as-you-go financing aptly illustrated. 
We notice that the “final” payout level 
is 214 times the “full current costs.” 
This is bad enough but the reduction in 
employment brought about by improved 
technical methods on the railroads has 
temporarily increased this “long term” 








tNamely, the “entry-age-normal”’ cost plus in- 
terest on the “‘past service”’ liability. 


multiple to more than 3. In fact it is 
estimated that in the early sixties the 
pension roll will be 70% of the active 
payroll. And the ultimate 50% figure 
will not be attained until the year 2010. 
In the face of these figures who would 
persist in pay-as-you-go financing? 


Report on Welfare Funds 
The New York State Banking Depart- 


ment recently issued a summary state- 
ment of pension and other employee wel- 
fare funds held as trustee or agent by 
banks in New York State as of Novem- 
ber, 1956. We quote from the memo- 
randum accompanying this document: 
“In November, 1956, there were 2,706 
funds of all types held by banks in New 
York, with aggregate assets of $8.4 bil- 
lion covering 5,470,690 employees, of 
whom 1,341,739 or 24.53% were em- 
ployed in New York, and the remainder 
employed elsewhere.” Here is a striking 
commentary on the importance of New 
York trust companies in the field of 
trusteed pension and _ profit-sharing 
plans. Over 75% of their funds are in 
respect of out-of-state employees. 


The memorandum also shows that 
71.36% of the funds are pension funds 
and have 91.35% of the assets. Profit- 
sharing plans account for the bulk of 
the remainder since thrift and welfare 
funds of different types are few in num- 
ber and have relatively small assets. 


What is, perhaps, surprising is the 
large number of employees covered by 
the average pension fund invested by 
New York banks. The average employee 
coverage is in fact 2,396 while the cover- 
age of profit-sharing plans is only 255. 

A A A 
FIRST POOLED PENSION FUND 
IN OREGON 

The First National Bank of Portland, 
Ore., has announced the formation of 
a pooled fund for the investment of 
small and moderate sized pension plans. 
This is the first such fund in the state. 
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TRUST PERSONNEL CHANGES 


Anniston 
COMMERCIAL 
NATIONAL BANK 


Los Angeles 
BANK OF AMERICA 
N.T. & S.A. 


San Diego 
UNION TITLE 
INSURANCE & 
TrRusT Co. 


San Diego 
UNITED STATES 
NATIONAL BANK 
San Francisco 
BANK OF AMERICA 
N.T. & S.A. 


ALABAMA 


E. G. Potter, vice president and trust 
officer, advanced to executive vice 
president. 


CALIFORNIA 


Dan Easterday promoted to trust of- 
ficer in the corporate trust depart- 
ment. 


George L. Kappes named pension 
planning officer, having been former- 
ly with the Manufacturers Trust Co., 
New York. Kappes has had over twen- 
ty years experience in new business 
and pension planning. 


D. F. Quigley, trust officer, elected a 
vice president. 


Arthur V. Toupin, who advanced to 
trust officer at the head office, was 
previously asst. trust officer and as- 
sistant counsel for the bank. Also 


promoted to trust officers there were John B. Delfino, L. 
Newby and I. H. Whiting. 


San Francisco 
First WESTERN 
BANK & TRustT Co. 


Santa Barbara 
CoUNTY 
NATIONAL BANK 


T. P. Coats elected president and 
chairman of the board, following 
resignation of Henry Verdelin as 
president. 

Walter H. Van Cott promoted to trust 
officer. Prior to joining the trust de- 
partment in 1955, he was with trust 
departments in San Antonio, Texas, 


and New York City, and practiced law. 


Greenwich 
GREENWICH 
Trust Co. 


CONNECTICUT 


Samuel W. Meek, Jr., for the past 
four years asst. trust officer of CiTy 
BANK FARMERS TRusT Co., New York 
City, appointed a trust officer. Meek 


holds B.S. and A.B. degrees from Yale U., and an LL.B. 
from the U. of Virginia Law School. 


Leesburg 
FIRST 
NATIONAL BANK 


FLORIDA 


John J. Fahs became vice chairman 
of the board and trust officer; Frank 
M. Hickok, estate planning officer; 
Mrs. Phyllis A. Butler, asst. trust 


officer. Fahs was formerly Tax Collector of Internal Revenue 
for the Florida District. Mrs. Butler has been chief clerk 
since the trust department opened. 


Miami 
FIRST 
NATIONAL BANK 


Dwight W. Hostetter joined the bank 
as vice president and trust officer, 
where he will be in charge of the new 
business and estate planning division 


of the trust department. He came to Miami from CENTRAL 
Trust Co., Cincinnati, where he was a trust officer special- 
izing in estate planning. 





GEo. L. KAPPES 
San. Diego 





JAs. F. Simpson 
Detroit 


D. W. HOSTETTER 
Miami 





Orlando 
CITIZENS 
NATIONAL BANK 


Atlanta 
CITIZENS & SOUTH- 
ERN NATL. BANK 


Boise 
FIRST 
SECURITY BANK 


Chicago 
EXCHANGE 
NATIONAL BANK 


Baltimore 
FIRST 
NATIONAL BANK 


Former Assistant Attorney Geneva] 

of West Virginia W. Holt Woodcel] 

has been appointed trust officer. 
GEORGIA 


A. Earle McLendon promoted to trust 
auditor. 


IDAHO 
G. J. Gardner assigned as vice presi- 
dent and trust officer of the Idaho 
system, with offices in Boise. 
ILLINOIS 


Harold Z. Novak elected asst. trust 
officer and assistant cashier. 


MARYLAND 


James D. Harrison elected chairman 
of the board; Robert B. Hobbs, vice 


formerly executive vice presidents. 


Boston 
MERCHANTS 
NATIONAL BANK 


Ann Arbor 
STATE BANK 
& Trust Co. 


chairman; and James W. McElroy, 
president. The latter named were 
MASSACHUSETTS 


Louis I. Arsenault and Frederick R, 
Coburn appointed investment officers; 
Winthrop K. Deane, trust operations 
officer; Chester Dalrymple and John 
E. Harrigan, asst. trust officers. 


MICHIGAN 


Rolland D. Ackelson named to the 
newly created position of asst. trust 
officer. Formerly asst. trust officer 
with PEOPLES First NATIONAL BANK 


& Trust Co., Pittsburgh, he holds an A.B. degree and law 
degree from U. of Pittsburgh. 


Detroit 
DETROIT BANK 
& TRUST Co. 


der named asst. trust 


St. Louis 
MERCANTILE 
Trust Co. 


Promoted to trust officers were George 
B. Hefferan and James F. Simpson, 
formerly asst. vice presidents and 
asst. trust officers. W. Howard T. Sny- 
officer. 


MISSOURI 
Elmer W. Wiltsch appointed asst. 
trust officer in the trust tax division, 
where he has been serving as senior 
tax accountant. In trust work since 


1946, Wiltsch is a graduate of St. Louis U. 


Concord 
MECHANIKS 
NATIONAL BANK 


GEo. B. HEFFERNAN 
Detroit 


NEW HAMPSHIRE 


James S. Barker, formerly vice presi- 
dent and trust officer, elected president 
to succeed Charles P. Johnson who 
retired. 





& 
Wo. E. ABEL 
Morristown 


C. C. CARLIN 
Cleveland 


TRUSTS AND EsT ‘TES 








WAL 


Morr’ 
Mo 
TRI 


Stauk 
depar 
$72,0( 

Abi 
BARC! 
agra 
at Ri 
Illino 
rent « 
and | 
Penn: 
entir¢ 
sions 


Elmi 
CH 
TR 


New 
BA 
TR 


porat 
asst. 
Be: 
joine 
with 
pany 
since 
New 
BA 
NE 


were 


New 









ust 


2$i- 


rho 


ust 


nan 
vice 
roy, 
ere 


ars; 
ions 


ohn 


the 
rust 
icer 
ANK 
law 


orge 
son, 
and 
Sny- 


asst. 
sion, 
nior 
since 


resi- 
dent 
who 








GEo. C. CARSE 
New York 


C. RUSSELL SIGLER 
New York 


WALTER I. HUGHES 
New York 


A. F. HENNING 
New York 


Wo. J. WADE 
Nashville 





Jos. R. THOMPSON 
New York 





NEW JERSEY 


William E. Abel elected vice presi- 
dent and trust officer; John G. Yaw- 
ger promoted to assistant secretary 
and trust officer; and Nancye B. 
Staub elected asst. vice president and trust officer. The trust 
department, with 511 trust accounts and assets valued at 
$72,000,000, is the largest in Morris County. 


Morristown 
MoRRISTOWN 
TrusT Co. 


Abel is currently vice president and trust officer of 
BARCLAY-WESTMORELAND TRUST Co., Greensburg, Pa. He is 
a graduate (trust major) of the Graduate School of Banking 
at Rutgers U., and of the Trust Development School of the 
Illinois Bankers Association at Northwestern U. In his cur- 
rent capacity as chairman of the Trust Education Committee, 
and Director of Trust Training School of the trust division, 
Pennsylvania Bankers Association, Abel has planned the 
entire curriculum and instruction for trust planning ses- 
sions at Bucknell U. 


NEW YORK 

Paul W. Morse, vice president, trust 
officer and secretary of the bank since 
1950, elected a director. 

Walter I. Hughes and C. Russell Sig- 
ler, both personal trust division of 
the trust department, named trust of- 
ficers; George C. Carse, with the cor- 
porate agency division of the trust department, promoted to 
asst. vice president. 


Elmira 
CHEMUNG CANAL 
Trust Co. 

New York 
BANKERS 
Trust Co. 


Beginning his career as a bank messenger in 1934, Hughes 
joined the personal trust division in 1941. Sigler has been 
with the trust department since 1937. Carse joined the com- 
pany in 1925 and has been with the trust department 
since 1932. 
New York 

BANK OF 

NEw YorRK 


John B. Dunning appointed a trust 
officer in the personal trust admin- 
istration department. Appointed asst. 
trust officers in the same department 
were John W. Arthur, Thomas S,. Hamilton and John R. Hill. 


New York Arthur F. Henning and Joseph R. 
CHASE Thompson named vice _ presidents; 
MANHATTAN BANK John E. Carroll, Milton J. Redlich, 

Dudley S. Suits, Fred F. Voorhees, 
asst. vice presidents; Albert E. Bedle, Joseph O’Shaughnessy, 

George J. Uhl, assistant treasurers; and John J. O’Connell 

and Charles F. Ruge to corporate trust officers. 


Henning joined the bank in 1919 and has been with the 
corporate trust division since 1928, while Thompson has been 
with the bank 45 years and has been a trust officer since 
192: 

New York 
C 4EMICAL CORN 
F XCHANGE BANK 


James F. Kennedy promoted to trust 
officer, pension trust department. 


New York Eugene J. McCabe, administrator of 
InvING trusteeships and escrows in the cor- 
Trust Co. porate trust division, promoted to as- 


sistant secretary. 
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Silver Creek 
SILVER CREEK 
NATIONAL BANK 


Esther G. Griewisch elected cashier 
and asst. trust officer. 


Syracuse 
LINCOLN NATIONAL 
BANK & TRUST Co. 


John T. C. Low elected vice president 
and trust officer. A graduate of Col- 
gate U. and Columbia Law School, 
Low began his professional career 
with the New York law firm of Davis, Polk, Wardwell, 
Sunderland and Kiendl. From 1942 to 1945 he was confi- 
dential assistant to Governor Thomas E. Dewey. For the 
last ten years he has been with Dewey, Ballantine, Bushby, 
Palmer and Wood. 


NORTH CAROLINA 


Raleigh George H. Newsome advanced to asst. 
WACHOVIA BANK trust officer. 
& TRUST Co. 

OHIO 

Cincinnati See Miami, Florida. 

Cleveland C. C. Carlin elected a trust officer. 
CENTRAL With the trust department for the 
NATIONAL BANK past 12 years, advancing through 


supervisory posts in the trust ac- 
counting division, he was assigned in 1954 to the personal 
trust division as a trust administrator. Carlin holds an 
LL.B. from Cleveland Marshall Law School. 


PENNSYLVANIA 
Greensburg See Morristown, N. J. 
Philadelphia Landreth T. Murray promoted to asst. 


FIRST PENNSYL- 
VANIA BANKING & 
TRusST Co. 


trust officer and assistant secretary. 
A graduate of Temple U. School of 
Law Evening School and U. of Penn- 
sylvania’s Wharton School of Finance 
and Commerce, Landreth had been a senior tax admin- 
istrator. 
Philadelphia 
PHILADELPHIA 
NATIONAL BANK 


Richard Custer appointed asst. cash- 
ier in the corporate trust department; 
Frederick L. Newton became an asst. 
trust officer, main office. 


Pittsburgh David K. Hildner named a trust of- 
FIDELITY ficer. 
TRUST Co. 


RHODE ISLAND 


Providence Walter W. Gichan, asst. trust officer 


CITIZENS since 1953, advanced to trust officer; 
TRUST Co. Miss Alfa Fagrelius, department 
supervisor for several years, elected 
asst. trust officer. 
TENNESSEE 
Chattanooga E. Y. Chapin, Jr., elevated to chair- 


AMERICAN NATL. man of the executive committee, and 

BANK & TrusT Co. Sam I. Yarnell made president. 

Chapin, son of one of the bank’s 

founders, has been president since 1948, and for many years 
was senior trust officer. 


789 








Nashville William J. Wade became trust officer, 
THIRD having retired from Chancery Court Ranson 
NATIONAL BANK after 16 years. Captain of the 1921 BLAKELEY BANK 
Vanderbilt football team, Wade has & Trust Co. 


been on the Law School faculty. 


TEXAS 


Fort Worth 
Fort WorRTH 
NATIONAL BANK 


VIRGINIA 


Warrenton 
FAUQUIER 
NATIONAL BANK 





WEST VIRGINIA 


Ernest O. Siler advanced to cashier, 
taking over the duties in the trust 
department of James E. King, who 
resigned to become vice president of 


Fort Lauderdale (Fla.) National Bank. 


Vernon A. Forrester named asst. 
trust officer, in the tax section of the 
trust department. 


Halifax, N.S. 
EASTERN 
TRUST Co. 


Townsend Oast, a June graduate of 
Washington and Lee U. Law School, 
joined the bank as asst. trust officer. 


CANADA 


Albert S. Fraser elected chairman of 
the board; and Donald McInnes. 
Q.C., elected president. Fraser has 
been president and managing director 


since 1942, while McInnes is senior partner in the legal firm 
of McInnes, Cooper & Robertson. 





MERGERS and NEW TRUST 
POWERS 


Sylacauga, Ala. — CiTy NATIONAL 
BANK has been granted trust powers. 


Bridgeport & South Norwalk, Conn. — 
Merger of BRIDGEPORT-CITY TRUST CO. 
and SoutH NORWALK TRUST COMPANY, 
was approved by directors and _ stock- 
holders July 31, under the name CITY 
Trust Co., with total resources of ap- 
proximately $130,000,000., and the South 
Norwalk bank operating as a branch. 

Charles W. Bit- 
zer will be presi- 
dent of the merged 
bank; three new 
senior vice presi- 
dents include Lewis 
Wardell, who will 
manage the South 
Norwalk office, F. 
Glendon Hall, who 
has been director, 
vice president and trust officer, and 
George M. Barker, vice president. Stan- 
ley Hoyt, vice president and trust officer 
at South Norwalk Trust, will continue 
as vice president, and Kenneth M. Park 
as trust officer. 





r. G. HALL 





Progressive bank in Southwest has open- 
ing available for man experienced in 
estate planning and trust development. 
Will be in charge of Trust New Business 
Department. Submit resume and photo- 
graph. Box H-78-1, TRUSTS anp ES- 
TATES, 50 East 42nd St., New York 17, 
N.. ¥. 








TRUST DEPARTMENT 
BUSINESS DEVELOPMENT OFFICER 


Large Florida bank has an outstanding 
opportunity for person highly experienced 
in business development work for bank 
Trust Department. He must be thorough- 
ly versed in all phases of trust depart- 
ment activities and administration, and 
be in the 35 to 45 year age bracket. Send 
detailed resume stating all business ex- 
perience and responsibilities of previous 
positions. Also, state present and past 
annual incomes, and indicate your will- 
ingness to make a trip to Florida for an 
interview. Your reply will be treated 
in confidence, and should be mailed to 
Box H-78-3, c/o TRUSTS ann ESTATES, 
50 East 42nd Street, New York 17, N. Y. 








Hutchinson, Kan. — AMERICAN Na- 
TIONAL BANK and HUTCHINSON STATE 
BANK will merge under the name of 
HUTCHINSON NATIONAL BANK & TRUST 
Co. as of September 9. Officers include 
E. P. Bradley, chairman of the board; 
Grover C. Harris, president; Ray E. 
Platt, vice president and trust officer. 


Duluth, Minn. — Consolidation of 
NORTHERN MINNESOTA NATIONAL BANK 
and CITY NATIONAL BANK has been ap- 
proved by stockholders, under the name 
of NORTHERN CiTy NATIONAL BANK. 


Kansas City, Mo. — MERCHANTS BANK 
and PRODUCE EXCHANGE BANK merged 
under the new title of MERCHANTS-PRO- 
DUCE BANK. 


Huntington & Riverhead, N. Y. — 
SECURITY NATIONAL BANK of Hunting- 
ton and LONG ISLAND STATE BANK & 
Trust Co. of Riverhead consolidation 
has been approved by authorities, under 
the charter and title of SEcuRITY Na- 
TIONAL BANK. Dwight J. Corwin, presi- 
dent and trust officer of Long Island 
State, elected a vice president of Secur- 
ity and will direct operations at River- 
head. 


Corsicana, Texas — STATE NATIONAL 
BANK has been granted trust powers, 
with J. R. Young, president, also acting 
as trust officer in the preliminary stages 
of establishment. 


Edna, Texas — First NATIONAL BANK 
has been granted trust powers. Presi- 
dent Arvle S. Elliott will also serve as 
trust officer. 








—§ 


EMPLOYMENT EXCHANGE 














Individuals seeking positions in trust 

departments may have free listing 

herein (maximum five lines). Re- 
spondents should address _ corre- 
spondence to Code number shown, 

care of “Trusts and Estates,” 50 E. 

42nd St., New York 17, for forward- 

ing to applicant. 

Man, 33, M.A., B.S., economics, with 
seven years banking experience with 
supervisory agency and some investment 
and teaching background, seeks position 
in trust department. 78-2 

Trust officer, 31, with six years in 
administration, operations, taxes, invest- 
ments, and customer contacts, and one 
year commercial banking, desires con- 
nection with progressive bank offering 
advancement prospects. 78-5 

Trust officer-attorney, 39, with 10 years 
in large and medium departments, de- 
sires No. 2 position in medium size bank 
or senior position in large trust depart- 
ment; responsibilities include taxes and 
estate administration. 77-1 

Trust officer, 39, with law degree and 
administrative experience in large de- 
partment, seeks larger opportunity any- 
where but West Coast and metropolitan 
New York. 77-2 


Young man with 5 years corporate 
trust work, account administration, 
operations and management, business and 
law degrees, desires new position. 77-3 





snapshot. 





SECURITY ANALYST 


Middle Western life insurance company with $135 million assets has 
substantial opportunity, with good chance for advancement, in Securities 
Department for man under 35 with good educational background and 
experience in bond or bank credit analysis for portfolio and direct 


placement work. Attractive personality required. Send resume and 


Box H-78-6, Trusts and Estates 
50 East 42nd St. New York 17, N. Y. 








790 


TRUSTS AND EstTaTES 





ol 


The 
ments 


; Brit 


opera 
only 

well : 
meth« 
State 


Tot 
amou 
a smé 


We 
servic 
usefu 
field 
are [ 
the 1 
Wed 
vest 
dends 
ourse 
vestir 
Such 
pert 
withi 
an [| 
consi 
speci: 
in of 
inclu 
this » 
sonal 
Trust 
who 
ance 
partn 


Th 
Depa 
ing ¢ 
conti: 
amou 
taker 
ber o 
great 
of th 


Ou 


trend 


But 

ture 
Sour 
sent 
an 1) 
cour 
of it: 
the 

in : 

fort] 
that 





ier 
ust 
who 
t of 


n of 
nes, 

has 
ctor 
firm 


with 
with 
nent 
ition 


Vest- 

one 
con- 
ring 


ears 
de- 
pank 
yart- 
and 


and 
de- 
any- 
litan 


yrate 
tion, 
; and 
77-3 








‘ATES 


QUOTES FROM BRITISH 
CORPORATE TRUSTEES 


The following quotations from state- 
ments made at the anual meetings of 


' British corporate trustees covering 


operations in 1956 are gathered here not 
only for their intrinsic interest, but as 


' well for cor\parison with conditions and 


methods in Canada and the United 
States . 
Total fees received during 1955 


amounted to £28,115, which represents 
a small increase over the previous year. 


Alliance Assurance Co., Ltd. 


We have for some time felt that the 
services we offer our customers might 
usefully be extended to the Investment 
field ... We act as custodians and we 
are prepared to register investments in 
the names of our nominee companies. 
We deal with the documentary side of in- 
vestment changes and we collect divi- 
dends. We have not hitherto considered 
ourselves equipped to offer the additional 
vestments on behalf of our customers. 
Such a service necessarily demands ex- 
pert knowledge and supervision and 
within recent months we have appointed 
an Investment Manager who has had 
considerable experience in this highly 
specialized work. We now feel confident 
in offering an investment service which 
includes portfolio management. We hope 
this will be of value to those who per- 
sonally have invested funds and also to 
Trustees of Charitable or Pension funds 
who may welcome the advice and guid- 
ance obtainable from our Investment de- 
partment. 


Commercial Bank of Scotland, Ltd. 


The services provided by our Trustee 
Department are in constant and increas- 
ing demand and all the Trustee offices 
continue to make good progress. A record 
amount of new business has been under- 
taken during the year and the total num- 
ber of trusts under administration is now 
greater than at any time in the history 
of this Department. 


District Bank Limited 


Our Trustee Branches show the same 
trend of continuing expansion. 


Martin’s Bank, Liverpool 


A Bank is not a charitable institution. 
But neither is it an instrument of tor- 
ture for grinding the faces of the needy. 
Sound commercial principles are an es- 
Sential condition of its prosperity. But 
an indispensable service to the Public, 
courteously rendered, is the justification 
of its very existence. It exists to fertilize 
the talent that would otherwise moulder 
In a napkin; its professional life calls 
forth the whole combination of qualities 
that between them generate trust. 


National Bank Limited 


Aucust 1957 


Early in his career a new entrant to 
the Bank’s service attends a course at 
our Junior Training Centre at Chalfont 
St. Peter. There, under ideal conditions, 
he learns the rudiments of banking, meets 
many of his colleagues, and sees some- 
thing of the various jobs to which he 
can aspire. He is given an overall pic- 
ture of the Bank and the opportunities 
open to him in a career which teems with 
interest. Since the centre was opened in 
July 1955, 403 young men have attended 
a residential course. 

At a later stage in his career, normal- 
ly when he reaches a point at which he 
is ready for his first important promo- 
tion, he attends a course at Unsted Park, 
Surrey. During this course he receives 
specialized training for more senior 
duties and is encouraged to take an 
active part in debates and discussions 
and to mix freely with his colleagues. 
Since Unsted Park was opened in April 
1950, 1816 men have attended residential 
courses. 

It is now more important than ever 
that our younger men should be given 
every opportunity to develop fully their 
abilities and personalities. The propor- 
tion of men to total staff continues to 
decline, and in consequence a greater 


proportion of the male staff will be re- 
quired to fill an increasing number of 
managerial and other executive positions. 
The opportunities for our young men 
are greater than they ever have been, 
and promotion will tend to come at an 
earlier age. 


.. . Ancillary services have been de- 
veloped to meet the convenience of cus- 
tomers ... the safe custody of securities, 
the administration of estates and trusts 
are some of the services which have be- 
come part of modern banking. 


National Provincial Bank, Ltd. 


The highly specialized services which 
the Trustee and Executor Department 
provides continue to be in demand both 
by industry and individual members of 
the public. At the end of the year the 
aggregate amount of the trust funds 
administered by the Corporation, and of 
debenture and loan stocks for which it 
acts as trustee, exceeded £255 million. 


The Corporation derives many benefits 
from the activities of this department 
which cannot be measured solely by the 
profits transferred to the Profit and Loss 
Account, which for 1956 amounted to 
£44,484. This was a record figure but it 
included some special fees obtained, after 
many years of negotiation, on reaching 
settlement terms for certain Foreign 
Bond Issues. 


Royal Exchange Assurance 





EXECUTORS AND TRUSTEES 


; Our office in London, England, 
fr established in 1911, has the 
experience and complete facilities 


required to handle 





Overseas. 


FOR 


| your clients’ Estate, Tax and 
‘ Investment interests 


OVER HALF A CENTURY 


Your Clients’ 
4 Interests Overseas 








Consult us, or our London office at 3 St. James's Square 
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By RALPH R. NEUHOFF 





Ralph R. Neuhoff 
is a practicing attor- 
ney and senior part- 
ner in the firm of 
Neuhoff & Schaefer 
of St. Louis, Mis. 
souri, where he has 
practiced law for the 
past forty years. He 
has been for prac- 
tically his entire pro- 
fessional career on the faculty of Washington 
University’s School of Law, teaching tax- 
ation. 














CLASS 47: INITIAL, ALTERNATE AND SUCCESSOR TRUSTEES 


1. Choice of trustee — A testator may select for ini- 
tial appointment either: 


(a) A corporate fiduciary alone, or 

(b) A corporate fiduciary with one or more individ- 
uals, or 

(c) One or more individuals. 


Even in case (c) it is not unusual to name a corporate 
fiduciary as an immediate or remote successor to avoid 
a vacancy which would require court action to fill. 
Excepting where it is manifestly appropriate, as it might 
be with members of his family or relatives, and perhaps 
in some other situations, an attorney who draws a will 
should avoid naming himself or members of his own 
firm, since this savors of self-dealing and may produce 
a conflict of interest. 

It is risking renunciation to name a trustee without 
obtaining prior consent. If this is nevertheless done for 
valid reason, there should be adequate provision for 
alternates so that, if need be, the unnotified trustee may 
decline gracefully. 

There is a growing trend on the part of corporate 
fiduciaries to operate common trust funds in order to 
facilitate the handling of small trusts. However, if the 
trust is small, or if it will involve management of a 
closely held business, the matter should be discussed 
with the corporate fiduciary at the time that the will is 
prepared. 

The federal tax laws have made it sometimes inadvis- 
able to have an individual as sole trustee or possibly 
even as a cotrustee. The existence of a power of en- 
croachment upon principal or the power to expend in- 
come for minor beneficiaries may militate against utiliz- 
ing individual trustees. See introduction to Class 40. 

The probable duration of the trust will have a dis- 
tinct bearing upon the choice of trustees. Generally 
speaking, a trust which is expected to last a long time 
should sooner or later end up with a corporate fiduciary, 
while a trust which, in the nature of things, will last 
only a short time could manage with individual trustees 
if suitable ones are available. In case of doubt, the 
choice should lie with a corporate fiduciary. 


2. Succession of trustees — Assuming that for valid 
reasons there will be an individual or several individ- 
uals named as initial trustees, it is necessary to provide 
for succession. It is true, of course, that equity will not 
suffer a trust to fail for want of a trustee, but applica- 





*The first edition of Mr. Neuhoff’s will clause system, pub- 
lished ten years ago, met with wide success and the many 
requests for a revised edition have led to a completely rewrit- 
ten and expanded version. Major chapters are being pub- 
lished serially in Trusts AND Estates, and the entire system 
will be published by us in book form later. Editor’s Note. 
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tion of this principle is costly and uncertain. Also the 
court may not name a corporate fiduciary as alternate 
or successor trustee, but an individual who may or may 
not be suitable. 

Two main choices are available: first, the testator 
may list a series of successors to be utilized as vacan- 
cies occur, or second he may authorize the vacancies to 
be filled by appointments. 

Both methods have their disadvantages. The suc- 
cession which seems logical when the will is drawn may 
become woefully out of date by the time the succession 
is operative. On the other hand, a power to appoint suc- 
cessors could conceivably be abused or poorly exercised 
which would offset the theoretical advantage of being 
able to choose the successor according to the situation 
at the time the vacancy occurs. Another difficulty is that 
the power to appoint may not be promptly exercised. 
If there are three trustees and it is provided that the re- 
maining two shall fill the vacancy as it occurs, it might 
happen that the power could not be exercised because 
two vacancies occurred simultaneously or in rapid suc- 
cession. This type of danger is guarded against in No. 
47.8. 

3. Number of individual trustees — Assuming that 
at least for the present there will be only individual 
trustees, how many should there be? Here again there 
is no one answer. The consensus seems to be that in 
trusts of considerable size there should be at least three 
trustees. Five trustees will frequently be too many. It is 
customary to waive bond of trustees, probably by anal- 
ogy to the waiver of bond of the executor, which is 
quite a different situation. But if the trustee is not to be 
under bond, it is probably not advisable to have a sin- 
gle individual as sole trustee, excepting possibly in a 
small trust for a minority. 

Testators have a fondness for providing that a child 
who may be a minor when the trust is instituted should 
be permitted to serve as a cotrustee when he becomes 
twenty-one years old. See No. 47.12. This is not gener- 
ally advisable. A young adult of this kind will not add 
much to the operation of the trust. 

4.. Should majority rule? — Since trustees are joint 
tenants, the consent of all would seem to be required 
for any act whereby the trust powers are exercised. See 
Restatement of the Law of Trusts, Sec. 194. Possibly 
ministerial duties and acts necessary to protect the 
estate could be performed by one alone. 

The author does not recommend a provision that the 
majority should govern. Since trustees are primarily 
conservators, in case of doubt non-action is better than 
action. Stability and conservation are furthered by re- 
quiring unanimous consent, assuming that all trustees 
are available and able to act. A trustee who becomes 
unable to act should ordinarily be replaced. 
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5. Appointment; how evidenced — If there is real 
estate it will be necessary, presumably, to file an ap- 
pointment of a successor for record and the question of 
utilizing an alternate method does not arise. But if there 
is no real estate, it may be a distinct disadvantage to 
place such an appointment on record. Handing the 
appointment to a successor who evidences in writing his 
consent to act seems an acceptable substitute. One 
should beware of creating a situation, however, where 
it cannot be definitely proved (a) that no successor has 
been appointed, or (b) that a particular appointment 
was the first and, therefore, the valid one. 

Beware also of making the machinery of appointment 
too difficult of compliance. If adult beneficiaries or some 
such class are to do the appointing, it is better to allow 
anyone who assumes to act to make the appointment, 
rather than require unanimous consent which may not 
be forthcoming. See No. 47.8. 

6. Powers pending appointment of a successor — 
There is authority to the effect that in case of a vacancy 
which has not yet been filled, the successors may act. 
See Annotation, “Right of surviving or remaining trus- 
tee or trustees to act without substitution of another 
trustee in place of one who has died or resigned or been 
removed, where the will or other trust instrument pro- 
vides for substitution or replacement,” 142 ALR 1099. 
It would seem that, at least in some jurisdictions, unless 
the contrary is directly implied by the will, the remain- 
ing trustees may act even though there is a clear ex- 
pression in the will that the vacancy should be filled. 

7. Merger of interests — Some authority can be 
found for the proposition that where the same group of 
people are named exclusive trustees and beneficiaries, 
a merger of legal and equitable estates takes place and 


Naming original trustee 47.1 


The first TRUSTEE of each Trust created by this will shall 
be the __________. Trust Company. 


_ Note: See {10 of introduction for the usual method of nam- 
ing the first trustee in the granting clause. 


47.2 


Any reference to the _.......... Trust Company shall 
include as well any bank or trust company which shall 
hereafter become a successor to its trust business. 


Successor to trust business 


47.3 


In naming the ____.____.. Trust Company herein, I mean 
to include also any corporation which may hereafter by 
reorganization, merger, or in any manner succeed to the 
trust business of said ___________. Trust Company. 


Successor to trust business by merger, etc. 


47.4 


In the event that said TRUSTEE, the _......._ Trust 
Company, is disqualified, unable or unwilling to act as 
said TRUSTEE, whether before or after entering upon its 
duties, then I name the _..____ Trust Company to act 
as such TRUSTEE. 


Vote: If the corporate fiduciary named is consulted prior 
to appointment, this clause would hardly be necessary in a 
typical ease, and in fact it is rarely used. 


Alternate corporate fiduciary 


If individual cotrustee dies, corporation to be 
‘ole trustee 


47.5 


i'n case the survivor of my said sons, A and B, originally 
named as a COTRUSTEE with the ________ ____. Trust Company 
of ‘rusts for minor descendants of a deceased son of mine, 


shail die, resign, or be disqualified or unwilling or unable 
to act as such, then the number of said TRUSTEES shall be 
permanently reduced to one and said — Trust 


Company shall act as such TRUSTEE. 
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no valid trust is created. See Annotation, “Validity of 
trust created by instrument which names the same per- 
son or persons as trustees and beneficiaries,” 161 ALR 
1287, and authorities cited at 161 ALR, lc. 1299. The 
problem can easily be avoided by introducing purposely 
a lack of identity between the two groups in the few 
cases where it might otherwise arise. Obviously the 
problem will not arise where a corporate fiduciary is 
either sole trustee or a cotrustee. 

8. Power of removal of trustee — While we include 
a clause which gives the beneficiary power to remove a 
trustee (see No. 47.23) this is for completeness only. The 
power is not recommended. In the usual case, it militates 
against the independence of the trustee and might have 
federal tax complications when taken in conjunction 
with other provisions of the will. See, generally, intro- 
duction to Class 40 on inadvertent creation of powers 
of appointment. 

9. Matters covered elsewhere — This Class does not 
include the manner in which a trustee resigns (see 
Class 48). It is believed that the reference to the pos- 
sibility of a trustee’s resigning and creating a vacancy 
such as in No. 47.5 is not an implied grant of power to a 
trustee to resign, but if it is intended that a trustee 
shall not have such power as of right, then some change 
might be made so to indicate. Statement that disqualifi- 
cation, etc., refers to such as may occur before or after 
assuming to act appears in Class 57. 

10. Naming original trustee — The original trustee 
or trustees are normally named in the clause which con- 
stitutes the trust. See Class .22. However, it is possible 
to convey the property “to the Trustee hereinafter 
named, its successor or assigns.” In this event No. 47.1 
should be used. 


Individual authorized to fill vacancy by appointing 
another trust company 47.6 


If, and so often as, any corporate TRUSTEE shall resign 
or be unable or refuse to act or to continue to act as such 
TRUSTEE, then ____.___.. is hereby authorized and em- 
powered to designate as successor TRUSTEE to the corporate 
TRUSTEE so resigning, or ceasing to act, without any necessi- 
ty for any court proceeding therefor, a bank or trust com- 
pany having power to accept and administer the trust. 

Note: See No. 47.9 for the method of evidencing appoint- 
ment of a successor. 


47.7 


In case a corporate TRUSTEE named herein or hereunder 
as a COTRUSTEE or becoming sole TRUSTEE shall resign, be 


Vacancy filled by beneficiaries 

















“Back to reading of the will in just a minute, friends, but first, © 
a word about our law firm, Linder, Hall, Smoot and Carver .. .” 
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disqualified, or unable or unwilling to act as such TRUSTEE, 
then any other corporation authorized by law to act as a 
fiduciary may be appointed as alternate or successor 
TRUSTEE by all of the then adult beneficiaries who are sui 
juris, if any, of the Trust estate, and if there be none, then 
by the corporate TRUSTEE to be replaced, if there be one. 


Note: No. 47.9 then follows to show how appointment shall 
be evidenced. 


47.8 


Appointments of successor or alternate TRUSTEES or CO- 
TRUSTEES in each instance shall be made as follows: 

(a) The remaining TRUSTEE, if there be one, shall ap- 
point a successor COTRUSTEE to fill the vacancy. 

(b) If there be no TRUSTEE able and willing to fill a 
vacancy or vacancies, then said vacancy or vacancies may 
be filled by all of the then adult beneficiaries of said Trust 
acting together, and if any shall after reasonable notice 
fail to join in said action or shall be unavailable, then said 
vacancy or vacancies shall be filled by such of the then 
adult beneficiaries as may assume to act, or by only one 
of them, if only one assumes to act. 

(c) The foregoing provisions for filling vacancies shall 
be interpreted liberally in favor of power to act and any 
recital of pertinent facts in any appointment of a successor 
TRUSTEE made hereunder, or by surviving or remaining 
TRUSTEE who shall assume to act as such, shall be prima 
facie evidence of the truth of said facts so recited, and shall 
be full protection to any person who shall in good faith act 
in reliance thereon. 


Elaborate provision for appointments 


How appointment evidenced 


47.9 


Such appointment shall be made by an instrument in 
writing acknowledged in the same manner as deeds of real 
estate are required to be acknowledged by the law in effect 
in the State of _......_______. at that time and either (a) de- 
livered to such successor TRUSTEE, or (b) filed for record 
in the office of the Recorder of Deeds for said County of 

, and any recital of any relevant fact in such 
instrument in writing shall be prima facie evidence of ihe 
truth of such fact. 

Such successor TRUSTEE shall indicate its willingness io 
act by a writing signed by it appended to said instrument 
of appointment and acknowledged in the same manner as 
said instrument of appointment is required to be acknowl- 


edged. 


Note: This language also is to be inserted in No. 47.10 at 
point indicated thus: * * *, 


Board of three trustees successively reduced 


47.10 


In the event that either my wife, A, or either of my said 
sons, B and C, originally named as TRUSTEES of certain 
Trusts herein, shall die, resign, or be disqualified or un- 
willing or unable to act as such, then the number of said 
TRUSTEES shall be permanently reduced to two and the re- 
maining two TRUSTEES shall act as such COTRUSTEES, and 
if one of them shall die, resign, be disqualified or unable 
or unwilling to act as such, the remaining TRUSTEE shall 
appoint a successor COTRUSTEE to fill such vacancy * * *. 

All subsequent vacancies in said Board of two TRUSTEES 
for any such cause as may occur shall be filled by the 
remaining TRUSTEE in like manner, except that if a cor- 
porate TRUSTEE is appointed to fill a vacancy in said Board 
of two TRUSTEES no vacancy thereafter occurring in the 
office of any individual TRUSTEE shall be filled, but upon 
the next vacancy in the office of individual TRUSTEE in said 
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Board of two TRUSTEES, the corporate TRUSTEE shall be. 
come the sole TRUSTEE. 
Note: At point indicated thus: * * * insert No. 47.9. 


Reduction in number which may start with four 
or with two 


47.11 


In case any of the four TRUSTEES first named shall die, 
as such, then the number of said board of TRUSTEES shall 
be permanently reduced to three, and the remaining three 
TRUSTEES shall act as such COTRUSTEES, and upon the next 
vacancy in said board of three TRUSTEES for any like cause, 
then the number of TRUSTEES shall be permanently reduced 
to two, and the remaining two TRUSTEES shall act as such 
COTRUSTEES, and, if one of them shall die, resign, be dis. 
qualified, or unable or unwilling to act as such, or in any 
case where I have named but two persons as the original 
board of TRUSTEES of a Trust created hereby and one of 
said original board of TRUSTEES shall die, resign, be dis- 
qualified, or unable or unwilling to act as such, then, in 
either such event, the other shall be sole TRUSTEE, and if 
he or she likewise shall die, resign, be disqualified, o 
unable or unwilling to act as such, then I name the __ 
Teast Company, a corporation, now located 
at __......., Or the successor to its trust business, as 
such sole TRUSTEE 


Children to be admitted to board of trustees when 
they attain age 21 47.12 


From time to time my children, if, as and when they 
have attained the age of twenty-one years, shall be en- 
titled to serve as joint TRUSTEES with the said 
Trust Company, but the said __. _ Trust Company 
shall act as sole TRUSTEE during the period that none of 
my said children is available to act as such joint TRUSTEE, 
either by reason of not having attained the age of twenty- 
one years, or failure or refusal to qualify, or failure to 
continue to serve after having commenced to serve. 

Note: This clause is not ordinarily recommended. See in- 
troduction to this Class. 

47.13 

My son, A, shall not be eligible to become a TRUSTEE 
until he shall have attained the age of twenty-one (21) 
years and if a vacancy shall occur which he could fill but 
for the fact that he is at that time a minor, he shall be 
permitted to serve as a COTRUSTEE if, within six months 
after he becomes twenty-one (21) years of age, he shall 
elect so to do by an instrument in writing executed by him 
and acknowledged in the same manner as deeds to real 
estate are then required to be acknowledged and delivered 
to the TRUSTEE then acting, in which event the number of 
TRUSTEES constituting said Board of TRUSTEES and the suc- 
cession thereafter shall be the same as if he had not been 
a minor when the vacancy occurred, excepting that if 
speedier Trust Company ever becomes sole TRUSTEE, 
my said son, A, shall not thereafter become a COTRUSTEE 
with it, but it shall continue to serve alone. 


Son may serve when he attains age 21 


Note: This presupposes that the son, A, has been named in 
a series. 
Various contingent trusts for minors with one 
series of trustees 


47.14 


I have hereinabove provided contingently separate Trusts 
for the benefit of such of my children or descendants as 
may be under the age of twenty-one (21) years at the cate 
of my death. I have provided similar contingent Trusts for 
descendants of my brother under the age of twenty-one (21) 
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years. In the case of all said Trusts I hereby now provide 
that the first TRUSTEES shall be my father, A, and my 
brother, B, if they are living, able and willing to serve. 
(I realize, however, that in the case of the contingent 
Trusts for descendants of my brother, these will not come 
into effect unless my brother and my father have both 
died.) In the event, however, that either my father or my 
brother shall die, resign, be disqualified or unable or un- 
willing to serve as such COTRUSTEE in any such Trust, 
whether before or after — upon his duties as such, 
then I name the __.. . at Cony, 2. 
corporation, now ery a... .., We eee a OD 
TRUSTEE in his place and stead. 

Note: Where, as here, certain persons could not serve as 
trustees for certain trusts, it is well to indicate that the 
testator is aware of it. See the sentence in parentheses. 
Board of three reduced to two with several alter- 

nates and finally reduced to one 47.15 


In case either my said wife, A, or my said daughter, B, 
or my said daughter, C, originally named as COTRUSTEES 
of the Trust created by this Will, shall die, resign, be dis- 
qualified or unable or unwilling to act as such, then the 
number of said coTRUSTEES shall be reduced permanently 
to two, and the surviving or remaining two TRUSTEES shall 
act as COTRUSTEES, and upon the next vacancy in said 
board of two COTRUSTEES for any such cause, then my 
granddaughter, D, shall be alternate or successor COTRUSTEE 
to fill such vacancy, and upon the next vacancy in said 
board of two COTRUSTEES for any such cause, then my 
grandson, E, shall be alternate or successor COTRUSTEE to fill 
ouch vacancy, and upon the next vacancy in said board of 


two COTRUSTEES for any such cause, the number of said 
TRUSTEES shall be reduced permanently to one, and the 
surviving or remaining TRUSTEE shall be the sole TRUSTEE. 


47.16 


The original and successor TRUSTEES of the respective 
Trusts contingently provided for by Clause 
hereof shall also be determined by applying the foregoing 
provisions of this Clause. 


Succession in one trust adopted for another 


Note: If desired, the following language may be added 
to the last sentence: “just as if the same had been fully 
expressed in this Will in connection therewith.” 
Individuals may add a corporate fiduciary to 


board 47.17 


Provided that at any time when there are two individuals 
serving as COTRUSTEES, they shall have the right, at their 
option, to appoint _.. Trust Company as a Co- 
TRUSTEE (by instrument in writing acknowledged in the 
same manner as deeds of real estate are then required to be 
acknowledged by the laws of the State of , and 
delivered to said Trust Company), thereby 
causing the board of TRUSTEES hereunder to consist of said 
two individuals and said Trust Company. If this be done, 
then thereafter, in case of a vacancy in said board of 
TRUSTEES by the death, resignation, disqualification, or un- 
willingness or inability to act of either of said two indi- 
viduals so serving with said Trust Company, such vacancy 
shall be filled by the same persons respectively and in the 
same order as I have above provided for successor Cco- 
TRUSTEES in case of a vacancy in said board of two co- 
TRUSTEES. 
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Macon: THE FIRST NATIONAL BANK 
& TRUST COMPANY 





Savannah: THE LIBERTY NATIONAL BANK 
& TRUST COMPANY 


Rome: THE FIRST 
NATIONAL BANK 
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Appointment by executor if need be for contingent 
trusts for minors 47.18 


In the event that said Trust Company, here- 
inabove named as TRUSTEE in the various contingent trusts 
for minors provided for in this Will, shall fail, refuse or 
decline to act as such TRUSTEE in the case of any one or 
more of said trusts, then the person acting as EXECUTOR of 
my Will at the time of such failure or refusal may appoint 
any other Trust Company or corporate fiduciary in the 
3 ee or some reliable individual residing 
Se 2 as alternate TRUSTEE, said ap- 
pointment to be evidenced by a written instrument signed 
by said person so acting as EXECUTOR and delivered to said 
alternate TRUSTEE who shall then be vested with all of the 
powers and duties of said TRUSTEE originally named. Said 
person acting as EXECUTOR may appoint himself as said 
alternate TRUSTEE if he sees fit to do so, but in such event 
said written appointment shall be duly acknowledged as 
deeds are required to be acknowledged and filed for record 
in the office of the Recorder of Deeds for the City 
RE Pa 

Note: This is designed to prevent a failure to obtain a 
trustee for possibly very small trusts for minors. 
Corporate fiduciary which declines may name 


alternate 47.19 


In the event that the said _.._.____._. Trust Company or 
other corporate TRUSTEE, while acting or entitled to act as 
TRUSTEE, shall resign, be disqualified or unable or unwilling 
to act as such, then any other corporation authorized by 
law to act as a fiduciary may be appointed as successor 
TRUSTEE, shall resign, be disqualified, or unable or unwilling 
acknowledged in the same manner as deeds to real estate 
are required to be acknowledged by the laws of the State 
OP ttetioncc. then in effect and delivered to such succes- 
sor corporate TRUSTEE. Such instrument of appointment 
may be executed by the TRUSTEE which is declining to act 
or is being replaced, as the case may be. 


Note: The difficulty here is that a corporate fiduciary may 
not wish to exercise such a power where it has no other 
connection with the trust and has not undertaken to act. 


A list of persons named who may appoint successor 
or alternate trustee 47.20 


In case said _.......... Trust Company or other cor- 


porate TRUSTEE, while acting as COTRUSTEE or sole TRUSTEE, 
shall resign, be disqualified, or unable or unwilling to act 
as such COTRUSTEE or sole TRUSTEE, then any other corpora- 
tion authorized by law to act as a fiduciary may be ap- 
pointed as successor COTRUSTEE or sole TRUSTEE by instru- 
ment in writing acknowledged in the same manner as deeds 
to real estate are then required to be acknowledged, and 











& a ca e 
Air-conditioned employee lounge recently opened at The Hanover 
Bank, New York. Located on two floors, facilities include dining 
room that seats 400, TV room, two card rooms, reading room, 
writing tables and lounge. 
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delivered to such successor corporate TRUSTEE. Said instru. 
ment of appointment shall be executed by my said wife. A, 
if living and not disabled, but if she be not then living or 
be disabled (meaning always at the time of such execu. 
tion), it shall be executed by my said granddaughter. B, 
and if she, too, be not then living or be disabled, it shall 
be executed by C, if living and not disabled, otherwise by 
D, if living and not disabled, and otherwise by E, if living 
and not disabled. 


If husband remarries, a corporate fiduciary is to 


serve 47.2] 
If my husband shall marry after my death, then I direct 
that the said Trust Company shall become a joint 


TRUSTEE with my husband as long as he may live, but in 
such event upon the subsequent death of my husband. or 
his failure to continue to serve as such joint TRUSTEE, then 
my children shall become joint TRUSTEES with the said 
Sittleeio Trust Company. 


Majority to govern 47.22 


When there are three TRUSTEES, a majority of them shall 
be authorized to make decisions and to act in all matters 
pertaining to the Trust. 

Note: This is not ordinarily advisable. See introduction. 


Removal of trustee 47.23 


The TRUSTEE, and any successor corporate TRUSTEE here- 
under, may be removed as such TRUSTEE at any time by 
pee during his lifetime, upon not less than thirty 
days’ written notice to said TRUSTEE, and the designation 
by ___...., without any necessity for any court pro- 
ceeding therefor, of a bank or trust company having power 
to accept and administer the Trust as successor TRUSTEE 
to the corporate TRUSTEE so removed. 

Note: This is not recommended. See introduction. 

47,24 

Any person or corporation named herein as alternate or 
successor TRUSTEE, or alternate or successor EXECUTOR, shall 
have the same rights, powers, duties, discretion, emoluments 
and exemption from liability, in each respective case, as 
though originally named herein as TRUSTEE or EXECUTOR. 


Note: See also No. 47.25. This is not suitable where alter- 
nates can be appointed, since they are not “named” in the 
Will. 


Powers of alternates and successors 


Powers of alternate and successors—including 
appointees 47.25 
All alternate or successor TRUSTEES or COTRUSTEES named 

herein or in accordance herewith, shall have the same 

powers, discretion, duties and immunities as those originally 
named herein. 

Note: This covers alternates whose names do not appear in 
the will but wao are appointed pursuant to a power in the 
will. 

Powers of alternates and successors, including 
executors 47.26 
All alternate or successor TRUSTEES or EXECUTORS named 

herein or hereunder shall have the same powers, discretion. 

duties and immunities as those originally named herein. 


47.27 
The qualification of such TRUSTEES to serve in any [rus 
shall not be affected by refusal or failure to serve in a) 


other Trust to which they may be appointed. 
(To be Continued) 


Trustees need not serve in all trusts 
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(CURRENT LITERATURE. 


Books 











Family Estate Planning Guide 


HOMER HARRIS. Baker, Voorhis & Co., Inc. 
Mount Kisco, New York, 771 pp. $17.50. 


Mr. Harris, the author of the widely 
used “Estate Practice Guide” (New 
York), explains here the place of in- 


surance as well as of business plans, 
lifetime gifts and trusts and the effect of 
income, gift and estate taxes upon in- 
tended arrangements and dispositions for 
the family, in so clear a manner that 
the work truly merits its title. And al- 
though it is designed primarily for the 
general practitioner, accountants as well 
as life underwriters and trustmen should 
also find the work of great assistance 
in their respective roles as members of 
the family estate planning team. 


In a preface, the author states that 
the arrangement of the material is 
planned “first to furnish the reader with 
a general understanding of the nature 
and purpose of estate planning, then 
the facts needed for preparation of the 
plan and the tools available for con- 
struction. Each of the tools or devices 
is then separately considered. When to 
use the tool and when not to use it is 
indicated. Testamentary draftsmanship 
is separately considered and demon- 
strated. Finally a number of typical 
plans has been furnished.” 


An unusual feature is the inclusion, at 
the close of each chapter, of a biblio- 
graphy of material pertinent to the sub- 
ject previously considered, enabling the 
reader to refer to additional sources 
without hunting through inapplicable 
listings. And, as the author states and 
everyone will surely agree, a book is as 
good as its index. This one includes the 
“words of art” commonly used by the 
initiate, as well as terms more likely to 
oceur to the inexperienced reader. There 
is also an index of forms as well as tables 
of cases and statutes discussed in the 
book. Collating and simplifying, as this 
treatise does, the extensive source ma- 
terial in the field of family estate plan- 
ning, it should prove to be a very wel- 
come guide. 


Learning to Live as a Widow 


MARION LANGER. Julian Messner, Inc., 8 
West 40th Street, New York 18. 255 pp. $3.95. 


This book is full of gentle advice for 


widows. It covers a wide range of prob- 
lems, stressing the emotional factors in- 
Yolvel in a woman’s adjustment to a 
tew iife without her husband. Innumer- 
able examples are given of situations 
wher: women have found a way to handle 
their feelings, their purse strings and 
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their children, and also to face the 
thought of remarriage. An excellent “Re- 
source Appendix” gives names and ad- 
dress of agencies and organizations 
which specialize in counseling in matters 
of family and child guidance, employ- 
ment and vocational guidance, legal ad- 
vice, insurance, investments, social secur- 
ity benefits and leisure time activities. 
Brief comments are made about the bene- 
fits a widow might expect to derive from 
each such agency or organization. Not 
only widows, but those concerned with 
their affairs and problems, should find 
this book a source of comfort and guid- 
ance. 


Basic Pension & Profit Sharing Plans 


LEON L. RICE, JR. and EDWARD H. 
SCHLAUDT. American Law Institute, (Com- 
mittee on Continuing Legal Education) in 
collaboration with American Bar Association, 
133 South 36th Street, Philadelphia 4, Pa. 
148 pn. $3. 


This manual is written in such a 
breezy and conversational style that the 
reader will be induced to peruse it from 
beginning to end and then come back 
to consult particular sections as the need 
arises. The authors have skillfully sim- 
expert the important but difficult subject 
of pension and profit-sharing plans. As 
an example of the treatment, a passage 
may be quoted from the section headed 
“Mortality,” where the discussion begins 
thus: 


“It is a long-standing “gag” that if you 
are buying a life insurance policy, the 
insurance company uses a table that proves 
you will be lucky to last five years, 
whereas if you are buying an annuity con- 
tract the table demonstrates clearly that 
the insurance company will be lucky to 
be rid of you by age ninety. *** What 
is extreme conservatism for life insurance 
purposes might be suicidal liberalism for 
annuity purposes.” 


Provisions of the Code, tax regulations 
and rulings, and pension costs are ex- 
plained in non-technical language that 
will enable the lawyer, business execu- 
tive and corporate director to understand 
the fundamentals and “lingo” of em- 
ployee pension and profit-sharing plans, 
and help them to know when to seek 
further information and when to turn 
to a specialist for consultation and ad- 
vice. 


ARTICLES 


Is Your Estate in Order, Mr. 
Underwriter? 


Life 


JOHN P. COSTELLO, Life Association News, 

July, 1957 (1800 H Street N.W., Washington 

6, D.C. $.35). 

Many valuable tips are given here 
to help the life insurance underwriter 
plan adequate security programs for him- 
self and his family. Suggestions for 
minimizing income taxes while at the 
same time increasing income include ac- 
cumulating capital assets through real 


estate and stock investments, treating 
commissions as capital assets in certain 
cases, forming corporations to handle 
specialized services such as actuarial ser- 
vice (and paying such corporations fees 
thereby building up capital assets). The 
problem of the “jumbo renewal commis- 
sion payments” falling due within the 
first two or three years after the death 
of the life underwriter may be over- 
come by applying the method of the 
Oates case (where the Tax Court de- 
cision encouraged the receipt of renewal 
commissions in fixed installments over a 
period not exceeding 15 years). Another 
method of spreading such commissions 
is by a testamentary trust. Salvaging 
something from the business of the life 
underwriter after his death is another 
item to be considered. The ideas pre- 
sented here may also prove helpful to 
persons in other fields of endeavor. 


Stock-Redemption Agreements — Po- 
tential Tax-Traps 
ROBERT J. LAWTHERS and BERNHART 
R. SNYDER, Journal of American Society of 


Chartered Life Underwriters, Summer, 1957 
(3924 Chestnut St., Philadelphia 4, $1.50). 


To point up the possible pitfalls con- 
tained in the 1954 Code, especially in the 
area relating to stock-retirement agree- 
ments, the authors commence this article 
with a capsule illustration: “The mag- 
nitude of the problem may be illustrated 
by the fact that the death of a 40% 
stockholder of a business worth $350,000 
may give rise to $100,000 of income tax 
liability on his estate, which $100,000 
is payable to the government in cash.” 
Continuing, the authors consider various 
situations where a_ stock redemption 
may be treated as a fully taxable divi- 
dend or as a capital transaction. They 
also discuss the “attribution” rules un- 
der which the entire stockholdings of a 
family or other group, such as the bene- 
ficiaries of an estate or trust, are at- 
tributed for tax purposes to the re- 
deeming shareholder. The article con- 
tains a unique and most helpful outline, 
in question-and-answer format, by which 
one may readily test the taxability of a 
particular stock retirement plan, includ- 
ing agreements in existence prior to the 
1954 Code. 


The Estate Plan of the X Family 


SAMUEL L. ZEIGEN, Estate Planners Quar- 

terly, June, 1957. Farnsworth Publishing Com- 

pany, Inc. (215 W. 34th Street, New York 

1, N. Y. Annual subscription $10.) 

Taking apart the will of “Mr. X.” Mr. 
Zeigen, who is a member of the New 
York Bar as well as a chartered life 
underwriter, demonstrates how the testa- 
tor has endangered the marital deduc- 
tion, has left wide gaps in the residuary 
provisions creating trusts for his four 
daughters, and has saddled the estate 
with the possibility of incurring heavy 
fees and court costs in construction 
proceedings and in connection with the 
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appointment of substitute or successor 
fiduciaries. The enormity of the tax con- 
sequences of poor draftsmanship in the 
X will is also calculated, and directions 
are given for avoiding all the dangers 
depicted. 


Just as the author of this thorough, 
authoritative and vivid article picks the 
bones of the X will, he also deftly puts 
together another will and necessary 
trusts for the family, based upon the 
same plan as contained in the original 
will, with brief explanatory comments 
on each provision and suggestions for 
various alternative provisions. Some of 
the discussion is devoted to a considera- 
tion of New York statutes, but the arti- 
cle is mainly concerned with matters of 
universal application and interest. 


Realizing Cash from Closely Held 

Stock Owned by an Estate 

D. GLENN OFSTHUN, Illinois Bar Journal, 

June, 1957 (424 S. Second Si., Springfield, 

$1.) 

Raising cash to pay administration ex- 
penses, death taxes and debts of the 
decedent where a major asset of the 
estate consists of stock in a closely held 
corporation presents a tax problem of 
considerable magnitude, This article is 
primarily a discussion of the principal 
methods by which an estate can best 
utilize the provisions of Section 302, 303 
and 346 of the 1954 Code, to achieve a 
redemption qualifying as an exchange 
or as a partial liquidation, and avoid 
having the receipts for the stock treated 
as a taxable dividend under Section 301. 
Reference is also made, briefly, to the 
possibilities under Sections 304, 355 and 
356 of the Code of converting stock of 
a closely held corporation into cash 
needed by the estate with a minimum of 
tax. 


The Dowdy Saga, or How to Make 
Heirs Happy Though Taxed 
LEON RICE, JR., and CALDER W. WOM- 


BLE. Taxes, July, 1957 (4025 W. Peterson 
Ave., Chicago 30. $.75). 


“Dressed in black, with a black veil,” 
the young widow Dowdy, accompanied 
by her co-executor, Mr. Greenstuff, en- 
ters the law offices of Rumble, Cheatham, 
Soakem and Price, attorneys for the 
estate of the late Mr. Dowdy, to dis- 
cuss a “few little problems,” namely how 
to obtain some cash for spending money 
and yet retain the stock of the very 
profitable Dowdy Engineering Corp. and 
other assets, amounting to an estimated 
$1,250,000. As the bereaved widow states 
her tragic plight, the legal lore of at- 
torneys Rumble and Price is brought 
to bear on the problem. Chivalrously, 
they postpone a commitment as to the 
amount of their fees, whenever this mat- 
ter is broached by the bereaved widow, 
but step by step they demonstrate how 
the: Dowdy Engineering Corp. may be 
split off into two companies, one to 
handle the construction end of the busi- 





ness and the other to operate the ‘oad 
paving contracts, headed by the two 
adult sons of old man Dowdy; how the 
stock and other investments should he 
handled; and how to do all this with a 
minimum of taxes. The article is derived 
from a skit presented at the tax insti- 
tute sponsored by the North Carolina 
Bar Association. The authors have pre. 
sented, in delightful style, a real taxy 
saga. 


Common Disaster — Simultaneous 
Death — Short Time Survivorship 


STUART A. MONROE, Journal of the Amer. 
ican Society of Chartered Life Underwriters, 


Summer, 1957 (3924 Chestnut St., Phila. 
delphia 4. $1.50). 
Mr. Monroe examines the effect, in 


various family situations, of using a 
common disaster, simultaneous death or 
short time survivorship clause in a will 
or insurance policy, as the same may 
affect the marital deduction, and as af- 
fected by the application of the Uniform 
Simultaneous Death Act. Included in the 
study are examples of a husband and 
wife dying in a common accident or dis- 
aster, or as the result of the same, 
where one may or may not survive the 
other; where one leaves a_ substantial 
estate and the other has no property; 
where both have substantial estates, ete. 
The author suggests appropriate clauses 
for the different situations considered 
here, and one must agree with him that 
in this era of rapid transportation, when 
husbands and wives so frequently travel 
together, those engaged in estate plan- 
ning will wish to know the effect of the 
various clauses used in wills and insur- 
ance policies providing for deaths within 
a short time interval, and how such 
clauses will operate to vest title to 
property and how estate taxes will apply 
to the situation. 


Inheritance Tax Valuation: Unlisted 
Stock in a Closely Held Corpora- 
tion 
DON M. STICHTER, Wisconsin Law Review, 
May, 1957 (Madison, $1.00). 

This is a thorough discussion of the 
methods used by the courts in fixing 2 
value for stock of a closely held cor- 
poration, for inheritance and estate tax 
purposes. The practice of Wisconsin 
courts, namely giving weight to the fac- 
tor of comparison of the business with 
that of other corporations in the same 
or similar business, is said to deviate 
from the usual procedure where such 
comparison is only one of several factors 
considered. 


Other factors considered by the courts, 
particularly the federal tribunals, such 
as the book value of the stock, past earn- 
ings of the corporation, past dividends, 
comparison of the stock with a listed 
security of similar business, the effect 
of the decedent’s position as an officer 


(Continued on page 812) 
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RENUNCIATIONS 
(Continued from page 746) 


heir. is unable to prevent the passing of 
title to him of the residuary share of the 
renounced property to which he is en- 
titled by the will. 


The same result will also obtain with 
respect to an heir at law who attempts 
to renounce a residuary bequest; he 
cannot shift the property to another 
without becoming liable for a gift tax. 
He is in much the same position as the 
intestate heirs in the Hardenbergh and 
Maxwell cases, who, by disclaimers, 
could not escape vesting of title or con- 
trol in them within the meaning of the 
gift tax law. It is essential, therefore, 
before executing a renunciation to know 
to whom the disclaimed property will 
pass in order to be certain that the dis- 
claimant will not, through other pro- 
visions or lack of provisions in the will, 
be considered the owner of some or all 
of the property he sought to avoid. 


Estate Tax—Marital Deduction 


Although the amount of property 
qualifying for the marital deduction 
may be reduced by a disclaimer by the 
surviving spouse,*® if an interest in 
property is received by the surviving 
spouse as a result of a disclaimer by 
any other person, such interest is not 
considered as passing to the surviving 
spouse from the decedent.*® Thus, if a 
bequest to a child is disclaimed and 
such interest falls into the residue of 
the estate bequeathed to the surviving 
spouse, the amount of property thereby 
passing to the surviving spouse from the 
decedent for the purpose of determining 
the marital deduction is not increased. 


Another example would be the inter- 
est received by a spouse as taker in 
default of property over which the de- 
ceased spouse had a general power of 
appointment, which he had attempted to 
appoint to another. If, because of a 
disclaimer by the appointee, the dis- 
claimed interest thereupon passes to the 
surviving spouse, it will not qualify for 
the marital deduction. However, if dur- 
ing his lifetime the decedent attempted 
to make a gift of property to a person 
who refused any interest in the prop- 
erty so that, in fact, no gift was made, 
and thereafter the decedent bequeathed 
the property to his surviving spouse, 
4 marital deduction is not prohibited by 
the disclaimer provisions. Whether or 
not the. renunciation .of a will and the 


"Int. Rev. Code Sec. 2056(d) (1). 
%°Td. See. 2056(d) (2). 


Aucust 1957 


election by the surviving spouse to take 
under the law is considered as a dis- 
claimer, only the interest received by 
the surviving spouse is deemed to pass 
from the decedent to her.*! 


Where more property qualifies for the 
marital deduction than can be utilized, 
it may be possible to reduce the amount 
qualifying by renunciation. If the form- 
ula type will is used in providing for the 
marital deduction, disclaimer by the 
surviving spouse of non-probate prop- 
erty, such as life insurance policies, will 
not be effective to diminish the amount 
of property qualifying for the marital 
deduction. The amount disclaimed under 
such an arrangement would be offset 
by adjustment in the amount of probate 
property passing to the surviving spouse. 
However, where the surviving spouse is 
given a fixed dollar amount or a frac- 
tional share of the estate, the marital 
deduction can be effectively reduced by 
a disclaimer of insurance proceeds.*” It 
is necessary, however, that the insur- 
ance contract permit disclaimer and 
provide for disposition of the disclaimed 
portion. 


To avoid any possibility of a gift 
tax liability for the reason previously 
mentioned, it would be preferable if the 
entire death benefit under the policy 
were disclaimed, rather than merely a 
portion of it. If the life insurance pro- 
ceeds were payable under a settlement 
option with spendthrift provisions, the 
disclaimer would probably not be ef- 
fective unless the insured had specific- 
ally granted the surviving spouse the 
right to disclaim. There would also have 
to be a provision in the policy making 
the proceeds payable, in the event of 
disclaimer, as though the spouse had 
predeceased the insured. In the absence 
of such a provision, whether or not the 
policy contained a spendthrift provision, 
the problem of acceleration of payment 
to the contingent beneficiaries would 
arise.** 


If, under the proposed gift tax regula- 
tions, a partial disclaimer were to be 
treated as the exercise of a power of 
appointment, and thereby subject not 


318. R. 1013, 80th Cong., 2d Sess. 


20. S. Treas. Reg. 105, Sec. 81.47(a) (e), Pro- 
posed Regulation Sec. 25.2511-1(c), states ‘““The 
disclaimer or renunciation must be unequivocal.”’ 
It is essential, therefore, that the rights of the 
renouncing beneficiary be extinguished. The elec- 
tion to take life income from insurance with re- 
mainder to the beneficiary’s children, instead of a 
lump sum, constitutes a transfer of benefits al- 
ready acquired rather than a refusal to accept 
them in the first place. Estate of Mabel E. Morton 
(1949) 12 T.C. 380. 


Harrison B. Clapp, “Life Insurance and Es- 
tate Planning, Taxes, Jan. 1950, p. 76. 
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only to gift tax but possibly to estate 
tax, a partial disclaimer of an insur- 
ance policy which provides that any 
disclaimed portion passes to the benefi- 
ciary’s children would be equivalent to 
the exercise of a limited rather than a 
general power, and should create no 
gift tax hazard. However, proposed reg- 
ulation Sec. 25.2511(1)(c) would ap- 
parently impose a gift tax on the dis- 
claimant for the part renounced. 
Similarly the renunciation of a mari- 
tal deduction trust, if the part renounced 
passes to a trust the beneficiaries of 
which are descendants of the renouncing 
spouse, should create no tax liability for 
the latter under the theory that he or 
she was exercising a power of appoint- 
ment, since, again, the power is not a 
general one. But interpreting the pro- 
posed regulations strictly to mean that 
the disclaimant must renounce all rights 
and property under the instrument, a 
gift tax would be incurred because the 
disclaimant did not renounce any inter- 
est in the non-marital trust. Whether or 
not the Commissioner intended the pro- 
posed regulations to accomplish such a 
harsh effect will only be established by 
a judicial determination. In view of the 
substantial body of law and legal prin- 
ciples which have developed over a long 
period of years, it would seem that 
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further clarification or modification of 
these proposed regulations should be 
forthcoming. 


Estate Tax—Charitable Deduction 


An irrevocable disclaimer, made prior 
to the date prescribed for the filing of 
the estate tax return, of an interest which 
thereby falls into any bequest, legacy, 
devise or transfer to a charitable or- 
ganization, will be allowable as a chari- 
table deduction.** Thus the renunciation 
of the right to invade the corpus of a 
trust, which upon termination of the life 
estate passes to or is held for a charita- 
ble organization, will either make a 
charitable deduction possible or enlarge 
it, depending upon the restrictions in the 
instrument pertaining to the invasion 
privilege.*° There may not, however, be 
any strings or reservations attached to 
the disclaimer.*® A charitable deduction 
is also allowable where the property 
passes to a charity because of a volun- 
tary disclaimer of statutory rights to 
take in derogation of a will providing for 
a charitable bequest.** 


Disclaimer by Representatives 


Although from a tax standpoint the 
estate of a legatee who died subsequent 
to the testator might benefit if the lega- 
tee renounced, it would appear that the 
executor or administrator of the lega- 
tee’s estate would have no right to dis- 
claim. In fact his obligation to collect 
all moneys due his decedent would 
seem to prevent him from disclaiming 
the legacy.*® 


“Int. Rev. Code, Sec. 2055. 


SEstate of J. M. Schoomaker (1946) 6 T. C. 
404. And a timely disclaimer of an intervening 
trust has been held to be effective for the purposes 
of Int. Rev. Code Sec. 812(d) of the 1939 Code 
(Sec. 2055 of the 1954 Code) notwithstanding the 
disclaiming beneficiary was named and served as 
trustee of what was a charitable trust, Estate of 
Ida F. Doane (1948) 10 T. C. 1258. 


Bella L. Selig v. U. S. (1948) 73 F. Supp. 886, 
36 AFTR 297, aff’d 166 F. 2d 299, 36 AFTR 761 is 
a good example of the wrong way to disclaim the 
power of invasion. The execution of instruments 
confirming the charitable provisions of the will 
(which were invalid because of a statute voiding 
such bequests where the testator died within a 
certain time after the execution of the will) and 
at the same time confirming the life tenant’s right 
to consume principal, did not constitute irrevoc- 
able disclaimers and the deduction for the chari- 
table bequest was disallowed. 


37Dimock v. Corwin (1939) 99 F. 2d 799, aff’d. 
806 U. S. 368, 59 S. Ct. 551, 83 L. ed. 1763; 
Humphrey v. Millard (1935) 79 F. 2d 107; Comm. 
v. First National Bank of Atlanta (1939) 102 F. 
2d 129. 


38 In re Howe’s Estate (1932) 112 N. J. Eq. 17, 
163 Atl. 234 has been cited as authority for the 
statement that an executor may disclaim and the 
syllabus so states. In a dispute over the inheri- 
tance tax in the two estates involved, the court 
refused to recognize the disclaimer by the execu- 
tor of the second estate, basing its refusal on 
the reason that renunciation filed four months 
after the death of the first decedent was too late. 
The court in its opinion, however, intimated the 
renunciation, even had it been timely, might have 





No cases have been found where the 
guardian or committee for an incompe. 
tent sought to disclaim on behalf o# his 
ward. In view of the obligation of q 
guardian to assemble and take into his 
custody and supervision the assets of 
his ward, it would appear he would have 
no right to disclaim any property to 
which his ward was entitled, unless the 
local law gave him authority to do so,* 
If the legatee is a minor at the time of 
the gift, he has the right to disclaim 
when he arrives at majority providing 
he does so within a reasonable time 
after attaining his majority.*° 


A trustee who receives a disclaimer 
from a beneficiary apparently cannot 
refuse to recognize the disclaimer, pro- 
viding the law of the jurisdiction per. 
mits it.*1 A trustee in Pennsylvania, for 
example, would probably be unable to 
accept from the income beneficiary of 
a spendthrift trust, a renunciation of 
his right to the income. But he would 
have no right to refuse to accept the 
disclaimer by a person entitled to a 
remainder interest in the trust. 


been declared invalid since it was not done for 
the best interests of the donee’s estate, but for 
the benefit of the ultimate heir. Inasmuch as the 
daughter of the two decedents was the sole and 
ultimate heir, the attempted disclaimer seemed a 
meritorious and prudent effort by the executor. 
Rhode Island, L. 1947, Ch. 1974, Sec. 24, 25, 
authorize the executor or administrator of an 
heir, next of kin, legatee or devisee to disclaim. 

Louisiana, L.S.A.—C. C. Art. 1018 permits a 
minor to do so only through authority of the judge 
and of his tutor or curator. A married woman 
cannot renounce unless authorized by her husband 
or, on his refusal, by the judge, Art. 1019. 


40Bacon v. Barber (1939) 110 Vt. 280, 6 A. 2d 
9, 123 A.L.R. 253. Rhode Island, L. 1947, Ch. 1974, 
Sec. 34 permits renunciation by a person under 
disability within six months after the removal 
of the disability. 


‘Restatement, Trusts Sec. 36, comment ce (1935). 
In re Estate of Eugene F. Suter (1955) 1942 
N.Y.S. 2d 353. The trustee, in attempting to dis- 
suade the life tenant from disclaiming, put the 
problem before the court which held that the 
beneficiary, who was sui juris, could not be pre 
vented from disclaiming if he wished to do s0, 
and directed the trustee to accept his renunciation. 


A A A 


EXECUTOR TRUSTEE & AGENCY CO. 
REPORTS GAINS 


Gross revenue, new business and total 
funds under administration by the Ex- 
ecutor Trustee & Agency Co. of South 
Australia, Limited, showed improvement 
in the fiscal year ended September 30, 
1956. 


The gross revenue was £162,605 com- 
pared with £147,487 for the previous 
year. After income tax, the net surplus 
was £12,869 compared with £12,512 4 
year earlier. New business during the 
year reached the record figure of 
£3,540,594 and total funds under ad- 
ministration as of June 30, 1956 were 
£20,189,549 representing a net increase 
for twelve months of £1,072,887. 
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Legislation Affecting Trusts and Estates 


CALIFORNIA 


Ch. 1593: Amends Probate Code Sec. 
942 relating to other offers on petition 
of personal representative to lease es- 
tate property. 


Ch. 1594: Amends Probate Code Sec. 
950 to advance judgments that are liens 
from eighth to seventh class in order of 
payment of estate claims. 


Ch. 1785: Amends Probate Code Sec. 
27 to permit testamentary dispositions to 
any of United States, and foreign state 
complying with conditions cited. 

Ch. 1902: Enacts broader law on ap- 
pointment of conservators. 

Ch. 1950: Amends Probate Code Sec. 
90 to broaden uses for which person may 
dispose of his body or part thereof by 
will. 

Ch. 2024: Extends supervision of 
charitable trusts act to July 1, 1959. 


COLORADO 


H.B. 239: Permits fiduciaries to invest 
in obligations of federal intermediate 
credit bank, bank for cooperatives and 


International Bank for Reconstruction 
and Development. 
CONNECTICUT 


S.B. 179: Substantially simplifies pro- 
cedure for transfer of securities by and 
to fiduciaries. 


8.B. 185: Establishes conditions under 
which executor or administrator may pay 
claim of his own against estate. 


S.B. 231: Extends validity of bequests 
to inter vivos trusts to include such 
trusts created by spouse, parent or child 
of testator, provided however that, if 
trust is amended or revoked subsequent 
to execution of will, bequest shall be in- 
valid; mere addition or withdrawal of 
assets shall not be deemed amendment, 
nor change in trustee if substituted trus- 
tee is corporate fiduciary authorized to 
act in state; inter vivos trust shall not 
thereby be made subject to jurisdiction 
of probate court unless trustee is located 
outside state, in which case bequest shall 
be administered as testamentary trust 
under jurisdiction of probate court ad- 
mitting will to probate. 


H.B. 2121: Substitutes Uniform Gifts 
to Minors Act for Model Gifts of Securi- 
ties to Minors Act. 

Act 486: Limits amounts which fiduci- 
aries may invest in shares of building 
or savings and loan associations to maxi- 
mum insured by Federal Savings and 
Loan Insurance Association; provides 
that fiduciaries may transfer stocks, 
tonds or securities without court order. 


DELAWARE 


H.5. 216: Provides that bequest to 
trustee of inter vivos trust in existence 
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prior to execution of will and subject to 
amendment or revocation shall be gov- 
erned by provisions, effective at testator’s 
death, of trust as amended even though 
amendment may have been made subse- 
quent to making of will. 


S.B. 220: Adopts Uniform Gifts to 
Minors Act. 


FLORIDA 


S.B. 578: Bars widow’s dower interest 
in realty unless, within nine months after 
first publication of notice to creditors or 
three years from husband’s death, which- 
ever is first, she files with clerk of county 
court where realty is situated, an ac- 
knowledged writing evidencing her claim; 
no claim is barred if filed prior to June 
1, 1958. 

S.B. 1417: Increases intangibles tax 
on securities from $1.00 to $2.00 per 
thousand. 


HAWAII 


Act 313: Adopts Uniform Gifts to 


Minors Act. 


ILLINOIS 


S.B. 51: Adds to permissible classes of 
investments by guardians and conserva- 
tors preferred and common shares of 
corporations, including shares of invest- 
ment trusts, meeting stated require- 
ments; aggregate investment in such 
shares shall not exceed one-third of mar- 
ket value of estate; also added are sav- 
ings and time deposit certificates of state 
or national banks doing business in IIli- 
nois, to extent insured by United States 
or agency thereof. 


S.B. 449: Amends Ch. 3, Sec. 406, giv- 
ing executor power to complete dece- 
dent’s contract to convey real estate, to 
make it inapplicable to conveyance by 
an executor under power given by will; 
makes similar exception to Ch. 3, Sec. 
363, relating to sale or mortgage of per- 
sonal estate. 


Ch. 98: Substantially simplifies pro- 
cedure for transfer of securities by and 
to fiduciaries. 


S.B. 486: Amends Ch. 3, Sec. 215 to 
require, where probate of will is con- 
tested, that court give such notice of 
hearing to testamentary trust _ benefi- 
ciaries as it deems expedient, and ap- 
point guardian ad litem for any such 
minor beneficiary. 


H.B. 187: Amends Ch. 3, Sec. 307 to 
restate types of interests involved in 
proceedings to sell or mortgage real es- 
tate interests. 


H.B. 970: Authorizes court in discre- 


tion to appoint one estate appraiser in- 
stead of three. 


H.B. 754: Permits guardian or con- 
servator to invest in any U.S. govern- 
ment obligations (not merely savings 
bonds), deposited with Secretary of 
Treasury, a Federal Reserve Bank or 
other agency designated by Treasury. 


S.B. 69: Gives court power to appoint 
conservator to collect for estate of al- 
leged incompetent pending appointment 
of conservator or appeal from such ap- 
pointment, 


KANSAS 


S.B. 182: Authorizes Director of Reve- 
nue to charge scheduled fees for services 
in connection with administration of 
Inheritance Tax Law. 

S.B. 222: Amends Section 59-1209 to 
allow appraisers appointed in Probate 
Court $5.00 per day and additional al- 
lowance upon proper showing. 


MARYLAND 


Ch. 339: Amends Article 16, Sec. 150, 
to substitute for expression “non compos 
mentis” respecting appointment of fidu- 
ciary for such person, broader language 
“person paralyzed or totally disabled or 
incapacitated to such an extent that he 
is incapable of managing his affairs.” 


MASSACHUSETTS 


Ch. 429: Amends Ch. 65 G.L. to change 
due date for payment of inheritance 


taxes from one year to 15 months after 
death. 


MICHIGAN 


Act 189: Amends Sec. 330.39a of Com- 
piled Laws 1948 relative to procedure in 
probate court on discharge of patient 
from mental institution. 


NEVADA 


Ch. 264: Amends Secs. 133.020 and 
133.030 to permit married woman to dis- 
pose of community property by will; 
amends Sec. 134.010 and repeals Sec. 
134.020 so that provisions of Sec. 123.250 
shall apply to vesting of community 
property upon death of husband as well 
as of wife. 


A.B. 184: Amends Sec. 133.170 to 
create rebuttable presumption that omis- 
sion of provision for children in will 
was intentional. 


A.B. 177: Dispenses with administra- 
tion of estates not exceeding $1,000 
where there is surviving spouse or minor 
children, and not exceeding $400 where 
no such survivors; gives these and other 
relatives certain collection rights in es- 
tates not exceeding $1,000. 


NEW HAMPSHIRE 


Ch. 167: Authorizes judge, on applica- 
tion of executor or administrator with 
assent of theirs or devisees, to grant li- 
cense to sell real estate where personal 
estate is insufficient to pay claims or to 
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FIRST (and last) 
YOU come FIRST 


FIRST and MERCHANTS National 
Bank is Richmond's FIRST bank 
because it consistently puts its 
customers’ interests FIRST. 


For real estate transactions, in- 
vestment advice, handling securi- 
ties, or any type of trust or bank- 
ing service, at home or abroad, 
put our alert, experienced staff 
to work for you or your customers. 


First» MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 








HOTEL 





34th Street at Sth Avenue 
‘Manhattan's largest and most con- 
veniently located hotel. 2500 outside 
rooms, all with bath and free radio, 
television in many. Direct tunnel con- 
nection to Pennsylvania Station. All 
transportation facilities at door. Three 
air-conditioned restaurants 
‘LAMP POST CORNER . . . COFFEE HOUSE 

GOLDEN THREAD CAFE 


Singles Doubles Suites 
from $7 from $] ] from $23 


JOSEPH MASSAGLIA, JR., President 
CHARLES W. COLE, Gen. Mgr. 


rm Other MASSAGLIA HOTELS om 
* SANTA MONICA, CALIF. Hotel Miramar 

« SAN JOSE, CALIF. Hotel Sainte Claire 

« LONG BEACH, CALIF. Hotel Wilton 

* GALLUP, N.M. Hotel El Rancho 

* ALBUQUERQUE, Hotel Franciscan 

* DENVER, COLO. Hotel Park Lane 

* WASHINGTON, D.C. Hotel Raleigh 

* HARTFORD, CONN. Hotel Bond 

* PITTSBURGH, PA. Hotel Sherwyn 

« CINCINNATI, O. Hotel Sinton 

* NEW YORK CITY Hotel New Yorker 

* HONOLULU Hotel Waikiki Biltmore 


Werld-temed hotels 
service—Family Plen sonal 
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preserve real estate or to facilitate ad- 
ministration of estate. 


NEW JERSEY 


Ch. 180: Increases fiduciary fees to 
6% on income and 5% on first $100,000 
of corpus (previously first $50,000) ; 
court may allow additional commissions 
if more than one (formerly two) fiduci- 
aries. 


NorTH CAROLINA 


H.B. 1022: Establishes special proceed- 
ing for discharge of executor or admin- 
istrator where there may be unknown 
heirs or next of kin. 


S.B. 354: Amends Sec. 116-22, escheat 
statute, to make unclaimed estate funds 
payable to University of North Carolina 
prior to closing of administration (for- 
merly payable five years after qualifica- 
tion of personal representative); statute 
applies also to administrator of person 
missing for seven years. 


PENNSYLVANIA 


Act 124: Permits recording, by record- 
er of deeds, of exemplified copy of will 
probated outside of Pennsylvania, to be 
indexed in grantor index under name 
of testator and in grantee index under 
name of each person named as devisee 
of Pennsylvania real property. 


Act 199: Adopts Uniform Gifts to 
Minors Act. 


Act 218: Amends Act of 1947, P.L. 
1145, to provide that assessment of tax 
on decedent’s personal property shall in- 
clude all property owned, held or pos- 
sessed by him which should have been 
returned by him for taxation for any 
former years not exceeding five. 


Act 332: Adds clause 1.1 to Intestate 
Act of 1947 declaring that when persons 
entitled to take other than as surviving 
spouse are all in same degree of con- 
sanguinity to decedent, they shall take 
in equal shares. 


Act 345: Adds to permissible classes 
under Fiduciaries Investment Act of 1949 
obligations of Federal National Mortgage 
Association and Pennsylvania State Uni- 
versity. 


Act 355: Repeals stock transfer tax. 


Act 376: Deletes last sentence of Sec- 
tion 301 (4.1.) of Orphans’ Court Act of 
1951 giving concurrent jurisdiction of 
incompetents’ estates to Philadelphia 
common pleas courts. 


Act 377: Adds Section 8 to Estates 
Act of 1947 to declare that designation 
of beneficiaries of life insurance shall 
not be considered testamentary regard- 
less of whether contract designates ulti- 
mate beneficiaries or makes proceeds 
payable directly or indirectly to trustee 
under will or separate trust instrument 
which designates beneficiaries, and re- 
gardless of amendability or revocability 





of trust (funded or unfunded) or resery. 
ation of policy ownership in settlor; un. 
less otherwise provided in conveyance, 
funds passing to trust under will shal] 
be part of testamentary trust to be ad. 
ministered accordingly without forming 
part of estate for administration by per. 
sonal representative. 


Act 378: Adds Section 14.1 to Wills 
Act of 1947 to permit bequest to trustee 
of trust (including unfunded life insur. 
ance trust) established in writing by 
testator or another prior to or concur. 
rently with execution of will or to trust 
to be established later, provided such 
future trust or amendment thereto shall 
be signed by settlor; validity of bequest 
shall not be affected by amendability or 
revocability of trust or fact that it was 
amended after execution of will; unless 
otherwise provided, bequeathed property 
shall not be deemed held under testamen- 
tary trust but administered as part of 
inter vivos trust, including any amend. 
ment; entire revocation of trust shall 
invalidate bequest unless will directs 
otherwise. 


Act 379: Amends several sections of 
Incompetents’ Estates Act of 1955, in- 
cluding increase from $1,500 to $2,500 in 
size of incompetent’s estate which Or- 


phans’ Court may direct to be held or 
disposed of without appointment of 
guardian. 


Act 381: Includes unincorporated asso- 
ciations or societies as well as incorpo- 
rated charities in class entitled to ex- 
emption from inheritance tax. 


RHODE ISLAND 


Ch. 4008: Amends Ch. 567, Sec. 4 to 
increase amount of realty set aside for 
spouse of intestate decedent leaving n0 
issue from $5,000 to $25,000; changes 
time limit for filing petition therefor 
from six months after first publication 
of notice of qualification of administrator 
to six months after death. 


TEXAS 


S.B. 24: Permits married woman over 
21 to file with local county clerk election 
to have sole management, control and 
disposition of her separate property, in 
which case it is no longer necessary t0 
have husband’s joinder on encumbrance 
or conveyance of land by will or his sig- 
nature on transfer of stocks and bonds. 


H.B. 375: Adopts Uniform Gifts t 
Minors Act. 


WISCONSIN 


Ch. 11: Requires that attorney gel 
eral be notified in probate cases where 
legatee or distributee is not in position 
to receive his share and proceeds ar 
deposited in school fund. 


Ch. 144: Provides that for inheri 
tance or gift tax purposes, in determir 
ing transfer of property, with respec! 
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to any transfer after July 22, 1951, ex- 
ception for close relatives shall not in- 
clude any power to appoint to extent 
of any property as to which such power 
js validly exercised by creating another 
power to appoint. 


Ch. 151: Preserves income and gift 
tax liens on real estate owned in joint 
tenancy upon death of joint tenant ow- 
ing such taxes. 


Ch. 185: Provides that prospective 
fees of trustees for administering testa- 
mentary trust are not deductible for in- 
heritance tax purposes. 


Ch. 197: Revises Sec. 311.055 relat- 
ing to summary settlement of small es- 
tates; requires that life insurance and 
certain gifts be set forth in petition; 
other provisions relating to notice. 


Ch. 198: Amends Sec. 316.01 to permit 
mortgage, lease or sale of homestead if 
all persons interested therein consent in 
writing, consent of minor or incompetent 
to be given by guardian. 


Ch. 210: Amends Sec. 233.23 to grant 


| husband curtesy in all land of which wife 


died seized, including that devised by 
will. 

Ch. 211: Declares that no will shall 
be construed as contractual unless such 
fact affirmatively appears in express 
language on face of instrument, except 
incase of joint wills which exist as single 
document. 


Ch. 232: Provides that acceptance of 
bequest or devise or participation by 
legatee or devisee in probate proceedings 
shall not constitute election by him to 
forego, waive or convey his pre-existing 
interest or right of survivorship in any 
property which will attempts to dispose 
of unless will otherwise provides ex- 
pressly. 

Ch. 300: Adopts 
and Income Act. 


A A A 
PUBLIC TRUSTEE OF CEYLON REPORTS 


Ten trusts valued at Rs.244,648 were 
received in 1956 by the department of 
V. F. Gunaratna, Public Trustee of 
Ceylon, compared with four trusts valued 
at Rs.849,271 in the previous year. At 
the 1956 year-end, 198 trusts with gross 
Value of Rs.21,957,761 were under ad- 
ministration compared with 191 trusts 
Valued at Rs.23,036,884 a year earlier. 
Wills received numbered 15 against 4 the 
previous year with 76 being on file at the 
year-end compared with 65 the year be- 
fore. At the close of the year the Trustee 
was acting as executor under 45 wills. 

Public trusts under which the office 
functions as custodian trustee include 
funds for charity, education, health or- 
ganizations, and Buddhist and Hindu re- 
ligious trusts. As ordinary trustee, the 
fice administers a like breadth of 
charitable trusts. 


Uniform Principal 
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Pennsylvania Trust Committee 
Chairmen Named 


Chairmen of the committees of the 
Trust Division, Pennsylvania Bankers 
Association, recently named by Harold E. 
Bright, division chairman and senior vice 
president and trust officer of Berks 
County Trust Co., Reading, are as fol- 
lows: 


Cooperation with the Bar: H. Wood- 
ward McDowell, president and trust offi- 
cer, Central-Penn National Bank, Phila- 
delphia 

Cost and Charges: John W. Woerner, 
vice president, Girard Trust Corn Ex- 
change Bank, Philadelphia 


Law of Decedents Estates and Trusts: 
William A. Draper, vice president and 
trust officer, Bryn Mawr Trust Co. 


Smaller Trust Departments: Joseph E. 
Fox, assistant vice president and trust 
officer, Altoona Trust Co, 


Taxation: William E. Magee, trust 
officer, Mellon National Bank & Trust 
Co., Pittsburgh 


Trust Department Operations: John A. 
Cost, assistant vice president, Fidelity- 
Philadelphia Trust Co., Philadelphia 


Trust Development: William J. Cope- 
land, vice president and trust officer, 
Peoples First National Bank & Trust 
Co., Pittsburgh 


Trust Investments: D. R. Atherton, 
Jr., vice president, Third National Bank 
& Trust Co., Scranton 


Tri-State Trust Conference: Elmer C. 
Gates, executive vice president, secretary 
and trust officer, Doylestown Trust Co. 


The committee on Trust Education has 
been dropped. 


A A A 


Texas Conference on Business 
and Family Tax Planning 


The University of Texas School of Law 
will hold its Fifth Annual Tax Confer- 
ence on Estates, Trusts, Gifts, and In- 
come Taxation at the School of Law on 
September 26-28. Judge John R. Brown, 
Circuit Judge of the United States Court 
of Appeals for the Fifth Circuit, will 
again preside over the conference. The 
program, designed for the attorney in 
general practice, the trust officer, life 
underwriter and accountant, includes dis- 
cussions on tax problems relating to Oil 
and Gas, farms and ranches, real estate, 
formation and liquidation of partner- 
ships, life insurance, divorce, income and 
distributions of estates, and family 
trusts. 


Information as to registration for the 
conference and other activities can be 
obtained from T. J. Gibson, Assistant 
Dean, University of Texas School of 
Law, Austin. 


A A wh 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “‘Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Deleware 
Capital Funds... . $ 27,392,041 
Total Assets . . . $270,979,049 
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THE ALMOST INCOMPETENT 
INCOMPETENT 


HE PLIGHT OF THE ALMOST INCOM- 
petent Incompetent is giving growing 
concern to the social agencies, lawyers 
and trustmen who must deal with the 
business affairs of those who are ill and 
elderly. What liabilities are incurred 
when these people want to draw out 
large sums which obviously will get into 
the hands of the unscrupulous? Can the 
funds be legally withheld? And if paid, 
will a guardian or next of kin subse- 
quently sue? What about those who 
starve themselves because they will not 
exceed an inadequate income when they 
could perfectly well draw on principal 
for the few comforts that would brighten 
their last years? 
The four usual solutions are: 1. Joint 
Ownership; 2. Power of Attorney; 3. A 
Living Trust; and 4. Conservatorship. 


Joint Ownership. More often than 
not, joint ownership simply adds to the 
Summary of an address by Mary L. 
Chadwick, assistant trust officer, The 
Riggs National Bank of Washington, 
D. C., before Joint Regional Conference 
of New England and Middle Atlantic 


Divisions, National Association of 
Bank Women. 
ean cnrseese 








PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 

Enquiries Invited 


National 


Trust 


COMPANY LIMITED 





20 King Street East 
Toronto, Canada 








Montreal Hamilton Winnipeg 
Edmonton Vancouver Victoria 
Calgary 





Assets Under Administration 


Exceed $568,000,000 
Annual Report on Request 
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problems. Granting that the co-owner is 
honest and faithful, there is always the 
possibility of death. If the able-bodied 
joint owner dies first, the incompetent, 
who was the real owner, may have to 
pay an inheritance tax on money that 
was already hers, perhaps up to one half 
of the account. On the other hand, if 
the incompetent dies first, a sizable ac- 
count may go to the joint owner when 
the incompetent would have preferred 
to have it distributed under the will. Or, 
if the executor under the local law is en- 
titled to claim it, and does so, for the 
estate, how does he know that the elder- 
ly decedent did not really count on it 
passing to the joint owner? In either 
case, intentions may be defeated. 

Power of Attorney. If the person 
granting a Power of Attorney becomes 
mentally incompetent that fact auto- 
matically revokes the power. This is de- 
finitely no solution to the problem. 

The Living Trust. If the person’s 
means are adequate, and he or she is 
still able to execute a valid deed or con- 
tract, a living trust may be drawn. under 
which the assets are placed with a trus- 
tee, the income to be paid to or used 
for the donor, to be supplemented if 
necessary from corpus. Testamentary 
provisions may be included, as well. The 
trust may be either revocable or irre- 
vocable, as circumstances suggest. 

Conservatorship. The Conservator- 
ship in the District of Columbia is a 
simple and practical solution. The law 
provides that if an adult person by rea- 
son of advanced age, mental weakness 
(not amounting to unsoundness of 
mind), or physical incapacity is unable 
properly to care for his property, either 
he or someone else can petition the U. S. 
District Court to appoint some fit per- 
son as Conservator. The petition usually 
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promptly and efficiently. 
invite your inquiry when 
can be of service. 
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This bank offers complete facili- 
ties for handling your Fiduciary, 
Pension and Banking business 





requests appointment of a named per. 
son, and individuals, but not trust com. 
panies, so appointed must give a bond, 
The Court can and usually does appoint 
a guardian ad litem to represent the in. 


dividual. 


This method avoids embarrassnient 
and leaves the individual with a ceriain 
feeling of independence, if he himself 
requests the appointment. If the man 
later becomes mentally incompetent, the 
conservator can continue to act unless it 
becomes necessary to have a formal legal 
adjudication. An agency agreement, on 
the other hand, would be automatically 
revoked by mental illness. 

More homes for the elderly are need- 
ed, with pleasant surroundings, especial. 
ly for those above the indigent class but 
not financially able to obtain adequate 
care. For the person with moderate 
funds, convalescent homes are too costly 
and the inexpensive one is usually very 
dreary if not actually inadequate. 


Fortunately these problems are be. 
ginning to receive some attention. At 
the 1956 convention of the Probate and 
Trust Law Divisions of the American 
Bar Association, Judge Frank L. Me. 
Avinchey of the Probate Court, Genesee 
County, Flint, Mich., made a report on 
the subject and stated that this matter 
“is worthy of the study of the brains of 
the American Bar and Bench”.* At 
the same convention, James O Wynn 
called attention to the lack of legislation 
which would enable a person to draft a 
trust agreement by which he could an- 
ticipate incompetence as he may antici- 
pate death by drafting his will.+ New 
legislation along this line might include 
the safeguard that the person or per- 
sons designated to certify the individ- 
ual’s incompetency (even if temporary) 
should be permitted to act as trustee of 
his estate during incompetency. 


*See Oct. 1956 T&E., p. 
fId., p. 879. 
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INCOME TAX 


Life insurance premiums paid by cor- 
poration on stockholders’ lives constitute 
constructive dividends. Stock purchase 
agreement between corporation and its 
four stockholders provided for obtaining 
insurance on stockholders’ lives. Corpo- 
ration was to pay premiums out of cur- 
rent corporate earnings or surplus. More- 
over, corporation was to be owner of 
policies during lifetime of insureds. In- 
sured stockholders designated their own 
beneficiaries. Agreement further pro- 
vided that upon death of insured stock- 
holder, beneficiary was to receive pro- 
ceeds on condition that beneficiary would 
sell stock of decedent to corporation at 
price determined by agreement, from 
time to time. Corporation did not claim 
premium payments as income tax deduc- 
tions, nor did stockholders include any 
of premiums in their taxable income. 
Commissioner charged each stockholder 
with income to extent of proportionate 
amounts of premiums allocated to his 
interest. 


HELD: For Commissioner. Court care- 
fully scrutinized relationship determin- 
ing closely-held control. It sought to as- 
certain whether stockholders, corpora- 
tion, or both, derived benefits from cor- 
poration’s payment of premiums. Court 
concluded that several important bene- 
fits inured equally to stockholders and 
corporation. It found that definite fund 
was provided guaranteeing each bene- 
ficiary with ready cash at fair market 
price. It noted that agreement assisted 
in fixing value for estate tax purposes. 
Based upon foregoing and close relation- 
ship which existed, court concluded pre- 
miums constituted constructive dividends 
to stockholders. Sanders, et al. v. Fox, 
D. C. Utah, May 1, 1957. 

Author’s Comment: Implications of 
case have been considered far reaching 
in some quarters. Case should be judged 
on its facts alone. Court’s obiter dicta 
do not constitute law. Holding itself is 
Susceptible to substantial modification. 
Regarding part independent trustee 
Plays where small close corporation is 
involved, see Doran, et al. v. Comm., 
reported below. 

Proceeds of insurance payable to trus- 
tees for benefit of surviving stockholders 
do not constitute distribution of corporate 
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dividend. Life insurance policies, cover- 
ing lives of corporate stockholders, were 
taken out by trustees. Premiums were 
paid by corporation and charged to sur- 
plus. Policies were not carried as assets 
on corporate books and at no time did 
individual stockholders report premiums 
paid as income to them. Pursuant to trust 
agreement, proceeds were to be applied 
to purchase price of stock of deceased 
stockholder for benefit of surviving 
stockholders. Upen death of president, 
proceeds of insurance on his life were 
so used by trustees. Tax Court held that 
trustees were in effect agents of corpo- 
ration, and, therefore, corporation re- 
ceived proceeds of policy. Although pro- 
ceeds were not income in hands of cor- 
poration, Court concluded that they were 
income to surviving stockholders when 
distributed through purchase of stock 
for their benefit. 


HELD: Tax Court reversed. Corpora- 
tion here never owned policies nor ever 
had any incidents of ownership in them. 
Agreement among trustees was not 
corporate act, and insurance in question 
was purchased by trustees for individual 
stockholders. Thus, stockholders are not 
chargeable with taxable dividend or dis- 
tribution from corporation. Doran, et al. 
v. Comm., 9th Cir., July 9, 1957. 


Trust for minor children held bona fide 
member of family partnership. Taxpayer 
and wife withdrew funds from their 
old partnership and created trusts for 
benefit of each of their two minor sons. 
New partnership was created with the 
taxpayer, his wife and trustee as mem- 
bers. Trust funds were contributed to 
capital of new partnership. Neither 
beneficiary of trust rendered any ser- 
vices to partnership. Trustee’s partici- 
pation consisted merely of consultations 
with taxpayer. Year and one-half later, 
partnership was dissolved and partial 
distribution of capital was made to one 
of beneficiaries who had become of age. 
Trust for other child continued for four 
years at which time new partnership was 
formed to admit this child. Neither of 
children was active in business until he 
reached his majority. Commissioner 
charged grantor with trusts’ share of 
partnership’s distributive income. 


HELD: For taxpayer. Since both sons 
were minors at time of creation of trusts, 


they could not become partners. Ultimate 
objective, later accomplished, namely, to 
bring sons into business, was natural 
and commendable, and could only be ac- 
complished by present legal expedient. 
Partnership was bona fide and trusts as 
partners were not created for purpose 
of avoiding tax. Goldberg v. U. S., D. C. 
E. D. N. Y., June 28, 1957. 


Unpaid salary of deceased husband 
paid to widow is not taxable income to 
her. Decedent had been president and 
majority stockholder of corporation en- 
gaged in insurance brokerage business. 
For a number of years he had turned 
over all business produced by him to 
corporation without receiving custom- 
ary commissions in return. To compen- 
sate him, corporation entered into writ- 
ten agreements some 30 years prior to 
his death. Under agreements widow was 
to receive $10,000 per year for ten years. 
Commissioner taxed as income payments 
received by widow. 


HELD: For taxpayer. Amounts had 
been earned and were due to decedent at 
time of original contract. No further 
services were to be performed. His right 
to such income was assignable at that 
time. Widow received this right either 
as gift or property settlement, and in 
either case, it is not income to her. F’. E. 
Carr v. Comm., 28 T.C. No. 86. June 28, 
1957. 


ESTATE TAX 


Inter vivos transfer chargeable with 
estate taxes pursuant to direction in Will. 
Commissioner included value of inter 
vivos trust in decedent’s estate as trans- 
fer intended to take effect at or after 
death. Value of certain jointly held prop- 
erty was also included. Decedent’s Will 
provided that any and all estate taxes at- 
tributable to any inter vivos transfers 
were to be paid out of property so trans- 
ferred and not out of property passing 
under Will. Residuary estate was left to 
charity. Full amount of charitable de- 
volvement was claimed as estate tax de- 
duction. However, Commissioner charged 
residue with taxes, thereby reducing al- 
lowable charitable deduction. Estate paid 
deficiency resulting from reduced chari- 
table deduction and instituted suit for re- 
fund. 


HELD: For estate. Legal obligation for 
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payment of taxes is governed by state 
law. Court observed that under Minne- 
sota law, “dicta” in two cases, indicating 
testator’s power to charge inter vivos 
transfers with taxes, should not be ignor- 
ed. Where property is included in de- 
cedent’s estate for tax purposes on 
ground that he has retained some in- 
terest therein at his death, he has enough 
connection with property to determine by 
testamentary provision what property 
shall bear estate tax burden. C. C. Good- 
son, Exr. v. U. S., D. C. Minn., May 6, 
1957. 


Determination of charitable bequest 
left to state court. Testatrix gave all her 
property to her niece “to carry out my 
wishes as best she can as expressed in 
previous wills.” Prior will which had 
not been probated left bequest to Yale 
University. Executrix made distribution 
to Yale. Commissioner contended that 
executrix was not obligated to make 
such payment and that charitable de- 
duction is not allowable for estate tax 
purposes. 


HELD: For taxpayer. In probate of 
will, state Orphans’ Court had held un- 
der doctrine of “incorporation by refer- 
ence,” that provisions of former will were 
valid and binding. State court is one to 
determine what is charitable bequest. Its 
judgment is binding in determining Fed- 
eral tax liability. K. A. Howell, Exr. v. 
Dudley, D. C. W.D. Pa., May 20, 1957. 


Priority of claims for administration 
expenses, claim and lien of United States, 
claim and lien of State, and widow’s 
allowance. Claims and liens were filed 
against decedent’s estate by State De- 
partment of Revenue for unpaid busi- 
ness activities tax, by United States for 
unpaid withholding and unemployment 
taxes, by widow and minor, asserting 
allowance rights, and by fiduciary for 
administration expenses. 


HELD: In order to properly safeguard 
assets of estate and preserve them for 
proper claimants, expenses must be in- 
curred which inure not only to general 
estate but to lien claimant as well. Thus, 
administration expenses receive first 
priority. However, with respect to wi- 
dow’s allowance, it is neither claim nor 
lien, nor even share in estate, but statu- 
tory right for maintenance during ad- 
ministration. As between Federal and 
State, where taxpayer is insolvent, pri- 
ority is afforded the United States. Ac- 
cordingly, assets are to be used to pay: 
first, administration expenses; next, 
claim and lien of United States; next, 
claim and lien of State; and thereafter, 
widow’s allowance. Matter of Ballard 
Est., Probate Ct., Mich., Apr. 11, 1957. 


REVENUE RULINGS 


Gift Tax: Rental payments on lease- 
back of property transferred in trust 
constitutes gift. Grantor transferred cer- 





tain property in trust for benefit of his 
children for period of ten years. Corpus 
of trust was to devolve to grantor’s wife 
should he die prior to expiration of ten 
year period. Property was then leased 
back to donor. 

Service ruled that transaction consti- 
tutes transfer in form rather than sub- 
stance. Rental payments made by grantor 
will not be deductible as business ex. 
penses. For income tax purposes, grantor 
will remain owner of property during 
term of trust. However, for gift tax pur- 
poses, completed gift is effectuated at 
time of transfer, value of which is 
measured by present worth of right to 
receive net rentals during term of trust. 
Rev. Rul. 57-315, I.R.B. 1957-27, p. 17. 


Income Tax: Proportionate share of 
taxable dividends, interest and rents dis. 
tributed to beneficiary over 65 qualifies 
for retirement income credit. Estate dis- 
tributed certain taxable income consist- 
ing of rents, dividends and interest to 
beneficiary who was over 65. 


Service rules that pursuant to sections 
652(b), 661(b) and 662(b) of 1954 Code, 
amount of income required to be dis- 
tributed currently by estate or trust re- 
tains same character in hands of benefi- 
ciary as in hands of estate or trust. Ac- 
cordingly, proportionate share of taxable 
dividends, interest and rents received by 
beneficiary over 65 from estate or trust 
constitutes retirement income under Sec- 
tion 37(c)(1) of 1954 Code. Rev. Rul. 57- 
277, I.R.B. 1957-25, p. 16. 


Income Tax: Rental payments made to 
trustee on property leased back to 
grantor not deductible. Grantor conveyed 
for period of ten years property in trust 
for family member. Should he die prior 
to expiration of trust term, corpus of 
trust was to go to his wife. Property 
was then leased back to grantor. Rental 
payments made by grantor to trustee 
were claimed as business deductions. 


Service has ruled that under facts 
here rental payments made to trustee 
will not constitute deductible business 
expenses. During term of trust, grantor 
will remain owner of property for in- 
come tax purposes. Rental payments 
when made will constitute gifts. Rev. 
Rul. 57-315, I.R.B. 1957-27, p. 17. 


Income Tax: Retirement plan provid- 
ing for pension benefits for period cer- 
tain can qualify as exempt trust. Self- 
insured, trusteed pension plan, provides 
for normal pension benefit, after normal 
retirement, of annuity for 120 months 
certain (no life contingencies involved). 


Service rules that although pension 
plans usually provide for benefits for 
life after retirement, nothing in regula- 
tions prevents pension plan from qualify- 
ing if systematic payments over period 
certain are provided. Accordingly, plan 
here will qualify if it meets all other 
necessary requirements. Rev. Rul. 57-312, 
I.R.B. 1957-27, p. 10. 


TRUSTS AND EsTATES 
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C0-FIDUCIARY OR CONSULTANT 
(Continued from page 743) 


endowed institution—are charged with 
the managerial functions.°® 


No single arrangement for the desired 
association between one’s bank and an 
individual is ideal in all cases and under 
all circumstances. The selection is for 
the property owner and his adviser, and 
the latter, as a specialist, will have 
major responsibility in making the 
choice of media. As between cofiduciary 
and consultant, I venture my conclu- 
sions as follows: 


If on the one hand, the property 
owner, after being fully advised, wants 
his bank and an individual to share re- 
sponsibility fully and equally in settling 
his estate and administering his trusts, 
he had better name them co-executors 
and co-trustees. 


If, on the other hand, he wants his 
bank and some individual to be associ- 
ated but without lessening the responsi- 
bility of the bank or burdening the in- 
dividual with full responsibility, he had 
better name the bank sole fiduciary and 
the individual consultant. 


In an illustrative will in my volume, 
Drafting Wills and Trust Agreements: 
Dispositive Provisions, | tried drafting 
a consultant provision that would cover 
most of the kinds of individuals a prop- 
erty owner might be inclined to name 
either co-fiduciary or consultant—that 
is, his wife, his son, his business associ- 
ate—and produced the following: 


“T suggest that from time to time, 
as occasion in its judgment shall call 
for it, the executor and trustee shall 
consult and advise with my brother 
William, particularly as to matters 
related to our farm operations; with 
my son John W., with respect to all 
kinds of business and financial mat- 
ters connected with my estate; and 
with my wife, as to personal matters, 
particularly with those related to the 
schooling and careers of our two 
minor children. In making this sug- 
gestions I do not intend to impose 
any legal obligation upon the execu- 
tor or the trustee; nor do I intend to 
relieve it of any of its duties or re- 
sponsibilities with respect to the 
settlement of my estate or administra- 
tion of my trusts; nor do I intend to 
impose any legal obligation upon my 
brother, nor my son, nor my wife. I 
do not name my wife executor or co- 
executor or trustee or co-trustee be- 
cause I desire to relieve her of any 
and all business or financial responsi- 
bilities regarding my estate and leave 
her free to maintain our home and 
give her attention to our two minor 
children. I do not name my son John 
Wyatt in any of these capacities be- 


——_ 


‘Ibid., 70, 75, 117, 297, and 414. 
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cause I wish not to distract him from 
his own business and financial affairs. 
I am confident that, whether named or 
not, my wife and my son, John Wyatt, 
as well as our other children, will be 
of all help possible to the executor in 
settling my estate and to the trustee 
in administering the several trusts 
under my will.” 

This provision suggests rather than 
directs that the bank consult; I specify 
the matters as to which I suggest that 
each of the three individuals be con: 
sulted; the bank is not relieved of any 
of its legal responsibility, nor is any 
legal responsibility imposed upon the 


consultants. I explain why I do not 
name my wife nor my son co-fiduciary 
and thereby, I hope, assuage any griev- 
ance any of them might have had for 
not being named. Under such a provi- 
sion, except for the best of reasons, the 
bank would stand in its own light if it 
failed to consult the wife, the son, or the 
business associate on the specified mat- 
ters. 


aA &@ @ 


Taxpayer: One who doesn’t have to 
pass a civil service examination to work 
for the government. — Tax Topics. 
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SOSTHENES BEHN, co-founder and 
former president and chairman of Inter- 
national Telephone and Telegraph Corp., 
declared in his will, after reciting that 
he was a resident of New York, that the 
testament relates to all property other 
than real property (immeubles) in 
France nor shall it affect any such 
property in France over which he may 
have a power of appointment. The revoca- 
tion clause similarly specifically excludes 
any will or codicil with respect to such 
property of the testator situated in 
France. Mr. Behn expressly refrained 
from “exercising any power of appoint- 
ment which I may have at the time of 
my death including without limitation by 
the specification thereof any power of 
appointment conferred upon me by my 
wife, whether by her Last Will and 
Testament or otherwise.” 


The residue of the estate, after be- 
quests of personal property to the wife, 
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$5,000 to a prelate and $25,000 to a 
sister, is divided in two parts, one to be 
held in trust for the benefit of the widow 
and the other to be held in three separate 
trusts for the benefit of two sons and 
a daughter. The will names the widow 
and the City Bank Farmers Trust Co. 
as executors and trustees, but a codicil 
adds the sons as fiduciaries, stating that 
in the event of any dispute they are re- 
quested but not directed to consult two 
other individuals and be guided by their 
advice. The codicil also provides for 
$50,000 to be held in trust for the daugh- 
ter and to be used for the purchase of 
a home for her, such home to be sold 
and the proceeds used again for the 
purchase of other residences for the 
daughter, as she shall from time to time 
request. 





AF 
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The principal of the trusts for the two 
sons is to be distributed as follows: One- 
fourth at age of 39, one-third of the 
balance at 40, one-half at 41 and the rest 
at 42. The trust for the daughter is to 
endure for her lifetime, and at her 
death the principal is to be divided among 
her children. 


WILLIAM T. STEVENSON, president of 
Texas Gas Transmission Corp., left to 
his wife in trust that part of his ad- 
justed gross estate, after payment of 
all death taxes, “as shall be equal in 
value to the maximum amount, without 
any deduction for estate or inheritance 
taxes paid, of the allowable marital de- 
duction.” Except for two cash legacies 
totaling $11,000, the balance of the estate 
on which the executor and trustee, Citi- 
zens Fidelity Bank and Trust Co. of 
Louisville, gave a bond for $2,000,000, 


is divided into equal trusts for three 
children. One-half of the trusts for the 
two sons is to be paid to the beneficiary 
when he attains age 30 and the remain. 
der at 35. The trust for the daughter’s 
benefit is to continue for her lifetime 
and to pass to her then living de. 
scendants at her death. The trust com- 
pany is directed to retain certain stocks 
and assets listed on a memorandum 
which the will states “will be found 
among my personal effects;” such stocks 
and assets are not to be disposed of 
unless absolutely necessary in the sound 
judgment of the executor-trustee. Stone 
& Webster Service Corporation of New 
York is appointed as Advisory Committee 
to the executor (and trustee) “in the 
management and ultimate disposition of 
my stock holdings in the Western Ken- 
tucky Gas Company and Texas Gas 
Transmission Corporation,” and the fi- 
duciary is directed to seek the advice 
and approval of such Committee in all 
matters pertaining to such stock, and is 
relieved of all responsibility for acting 
upon the advice of the Committee. 


ARTHUR J. WIELAND, vice president of 
the Ford Motor Co. and general man- 
ager of its International Division, di- 
rected that all taxes be paid out of the 
residuary estate and then left one- 
half of his gross estate less debts and 
expenses in trust for his wife and the 
remaining one-half in trust for his 
daughter. Each trust contains a pro- 
vision authorizing the trustee to use a 
portion of the principal of the trust, 
not exceeding $2,000 in any calendar 
year, for the maintenance or support of 
the beneficiary. 


The principal of the widow’s trust 
goes as she shall direct by will. The in- 
come of the daughter’s trust after her 
death is payable to her issue until the 
first death among issue in being at Mr. 
Wieland’s death, at which time the prin- 
cipal will be distributed per stirpes. 
The executors and trustees are testator’s 
wife and Manufacturers National Bank 
of Detroit, it being stipulated that, in 
exercising any discretionary powers, the 
trustees shall favor the widow. 
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Jont TENANCY — Printed Bank 
Cards Reciting a Right of Survivor- 
ship in Checking Account Does Not 
Establish Survivorship Interest 
Where Funds Provided by One 
Signature 

United States—Court of Appeals 
District of Columbia Circuit 
No. 13,399 decided May 2. 


Imirie v. Imirie, 


1957. 


Shortly after decedent’s marriage he 
transferred three of his existing check- 
ing accounts into the joint names of 
himself and his wife. He also established 
a new checking account in their joint 
names in a Canadian bank. Two of the 
existing accounts had been maintained 
for purposes of the decedent’s business. 
The new Canadian account was main- 
tained entirely for business purposes. 
The fourth account was operated solely 
by decedent for his personal benefit. 


Upon his death five years later, ap- 
pellant widow transferred the funds in 
the four accounts into her sole name. 
The executors of the husband’s estate 
brought suit to impress with a construc- 
tive trust the proceeds of the four ac- 
cunts. On deposition appellant widow 
testified that her husband had made the 
accounts joint so that she could use them 
in any way she saw fit. The trial court 
granted summary judgment to the ex- 
ecutors, 


HELD: Affirmed. In the District of 
Columbia the presumption exists that 
where one of the signatories to a joint 
acount provides all of the funds, no 
urviving interest is established. The 
widence failed to rebut the presumption. 
Appellant widow failed to testify that 
ter husband stated in his conversations 
vith her that she was to have the funds 
lemaining in the accounts by right of 
survivorship after his death. If a wife 
tan take by survivorship the funds in 
the commercial checking accounts of a 
business conducted by her husband in 
disregard of the claims of creditors, a 
teady means of producing fraud and in- 
justice would be created. 


living Trusts — Validity Not Af- 
fected by Reservation of Income or 
Deduction to Pay Death Charges 


Maryland—Court of Appeals 
Ripoon v. Mercantile-Safe Deposit and Trust 
Co., 121 A. 2d 695. 
This was a bill by a trustee under a 
ted of trust against various benefi- 
tiaries under the trust and the bene- 
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ficiary under the will of the settlor for 


a decree declaring the deed of trust 
valid. The beneficiary under the settlor’s 
will contended, among other things, that 
since the deed of trust contained pro- 
visions for the payment of income to 
the settlor during his lifetime and there- 
after the distribution of the corpus to 
named beneficiaries, and also for the pay- 
ment of death taxes, debts and funeral 
expenses, it was testamentary in nature, 
but as it failed in proper execution was 
void. The lower court granted the relief 
prayed by the trustee, rejecting the ar- 
gument of the beneficiary under the will. 


HELD: Affirmed. The provisions in 
the deed of trust relating to debts, taxes 
and funeral expenses in no manner in- 
validated the trust. Furthermore legal 
title to the cash and securities involved 
had been transferred to the trustee, and 
the beneficial remainder interests became 
present immediate interests. In Mary- 
land this is the proper method of creat- 
ing a valid trust. 


PERPETUITIES — Rule Not Violated 
by Failure To Dispose of Remain- 
ders 


Washington—Supreme Court 


Abbott v. Everett Trust and Savings Bank, 
312 P. 2d 203. 


Decedent left the residue of her es- 
tate to the bank as trustee to pay her 
daughter $100 per month for life, with 
authority to apply principal for the 
daughter’s benefit in the event of emer- 
gency. The will did not dispose of the 
remainder of the trust estate, if any, 
upon the termination of the life estate. 
The daughter and sole heir attacked the 
trust on the grounds that it violated the 
rule against perpetuities, that the trust 
provisions were too vague to be possible 
of accomplishment, and that a portion 
of the trust resulted to her because the 
corpus was more than sufficient to pay 


her $100 per month during her life ex- 
pectancy. The trial court sustained a 
demurrer to the complaint and dismissed 
the action. 


HELD: Affirmed. The rule against per- 
petuities is concerned with the vesting 
of estates, not with possession and en- 
joyment. As to the remainder, the dece- 
dent died intestate and the remainder 
vested immediately upon decedent’s death 
in her heirs, subject to the right of pos- 
session in the trustee and the rights of 
the beneficiary during the beneficiary’s 
lifetime. This does not violate the rule 
against perpetuities. There is no merit 
to the contention that the terms of the 
trust are too indefinite. 


REVOCATION — Proof of Testator’s 
Intentions Admissible Where Inef- 
fective Changes Made in Will 


New Jersey—Superior Court 
In re Shuler’s Will, 132 A. 2d 33. 


Testator, after executing his will, 
struck out names of beneficiaries and 
made ineffective substitutions. After 
making changes, he did not re-execute 
will. Case was heard in Probate Court 
on nothing but argument of counsej and 
their memoranda of law. Lower court 
then admitted will to probate as origi- 
nally written, without cancellations and 
substitutions. Appeal was taken. 


HELD: Case remanded for taking of 
proofs. In case of strike-out of names 
of beneficiaries and _ ineffective sub- 
stitutions, will is not to be probated 
mechanically as originally executed, but 
proof is admissible as to testator’s rela- 
tions with original beneficiaries and other 
surrounding circumstances casting light 
on testator’s intentions. Stricken words 
will be deemed to have been revoked un- 
less it is shown by preponderance of evi- 
dence that testator would have preferred 
to have words probated. 


SPOUSE’s RIGHTS — Sale of Realty 
for Partition Without Consent of 
Widow Not Permissible Except 
Subject to Widow’s Rights 


Tennessee—Supreme Court 
Cripps v. Cripps, 302 S.W. 2d 340. 


Decedent died intestate, leaving as his 
only real estate a small house and lot. 
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His children filed suit seeking a sale 
thereof for partition. The widow refused 
to consent to the sale. The Chancellor 
ordered the property sold and decreed 
that a portion of the proceeds be in- 
vested for the widow’s benefit as her 
homestead and dower. 


HELD: Reversed. Under the statutes 
permitting a sale for partition at the 
suit of remaindermen, consent of the 
life tenant is a prerequisite to a sale 
of his interest; otherwise, the sale must 
be held subject to the life estate. 


SPOUSE’S RIGHTS — Widow Entitled 
to Dower in Kind in Mortgaged 
Realty After Sufficient Acreage to 
Pay Mortgage is Set Aside 

Tennessee—Supreme Court 
Stanton v. Boatright, 302 S.W. 2d 347. 


Decedent died intestate leaving a farm 
which was encumbered. The mortgages 
amounted to approximately one-half of 
the value of the land. The widow filed 
suit seeking to have her dower in kind 
allotted subject to the secured debts. 
Defendants demurred upon the ground 
that the widow was entitled to dower 
only in the surplus proceeds remaining 
after the lands should be sold and the 
mortgages paid. The Chancellor over- 
ruled the demurrer. 

HELD: Affirmed. The statutes allow 
dower in “equitable” interests of de- 
cedent, and specifically authorize dower 
in mortgaged lands where there has been 
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no foreclosure prior to the death of 
decedent. It will be allowed in kind 
where the property is susceptible to divi- 
sion, since the purpose of the dower 
statutes is to provide the widow a resi- 
dence and some acreage for her support. 
The dower right is, of course, subject to 
the secured debts, but the widow is en- 
titled to have her dower tract laid off 
after a sufficient number of acres have 
been set aside out of the whole to satisfy 
the mortgages. 


TAXATION — Estate & Inheritance — 
Dissenting Widow Not Liable for 
Death Taxes Where Will Specifi- 
cally Provides for Taxes Upon 
Property Not Passing Under Will 


Tennessee—Supreme Court 


Commerce Union Bank v. Albert, 301 S.W. 


2d 352. 


Testator directed his executors to pay 
all estate and inheritance taxes out of 
his residuary estate and directed that 
no part of any such taxes be collected 
by his executors from his wife or any 
other beneficiary. The will directed that 
this provision should also apply to such 
taxes “on life insurance on my life or 
any other property not passing by my 
will.” The widow dissented from the will 
and took her statutory share of the 
estate. 

The executors brought the present 
action to collect from her the amount of 
death taxes due on such share. The Ten- 
nessee statutes provide for pro-ration 
of death taxes among the beneficiaries 
of an estate except where otherwise di- 
rected in the will. The executors con- 
tended that when the widow dissented, 
she took her share as though decedent 
were intestate, and that accordingly she 
must bear her share of the taxes. The 
Probate Court dismissed their petition. 


HELD: Affirmed. While a dissenting 
widow does not take anything under her 
husband’s will, nevertheless the decedent 
is testate, and his intention must be 
carried out. He must have known that 
the widow could dissent, and he ex- 
pressly provided for the payment of 
taxes upon property not passing by his 
will. This provision applies to the proper- 
ty passing to the widow by dissent as 


well as to any other property not covered 
by the will. Hence the statutes providing 
for pro-ration of taxes are inapplicable, 


TAXATION — Estate & Inheritance — 
Adjustments Required When Mar. 
ital Deduction Formula Clause 
Used and Expenses Taken as In. 
come Tax Deductions 


New York—Surrogate’s Court, 
New York County 


Matter of Levy, N.Y.L.J., July 17, 1957. 


Testator bequeathed to his widow a 
general legacy in an amount necessary 
to give her one-half of the adjusted gross 
estate. The executor elected to claim ad- 
ministration expenses, which are pay- 
able out of principal, as income tax de- 
ductions instead of claiming them as 
deductions on the Federal Estate Tax 
Return, thereby increasing the estate 
tax but reducing the aggregate amount 
of the two taxes payable. By so electing 
the amount of the adjusted gross estate 
was increased and the bequest to the 
widow as shown on the Federal Estate 
Tax Return was proportionately in- 
creased. 

HELD: The election has a different 
result for tax purposes than for ac- 
counting purposes. The election per- 
mitted by the Internal Revenue Code 
does not authorize the executor to vary 
the interests of the legatees. So that 
income and principal will be dealt with 
equitably, the executor must credit prin- 
cipal with the amount of the estate tax 
that would have been saved if the ad- 
ministration expenses had been claimed 
as estate tax deductions. But no credit 
shall be made to the widow’s bequest, 
since it is free of tax. The residuary 


estate will receive the benefit of all 

credits to principal. 

WILLs — Construction — Bequest 
Created Annuity Rather Than 


Gift of Income 


California—District Court of Appsal 


Estate of Luckel, 151 A.C.A. 539 
4, 1957). 


( June 
Testator’s will expressed a wish “* * * 
that funds or property of my estate be 
invested or taken to assure her [his wife] 
during her natural life a monthly income 
of One Hundred dollars, and in the event 
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the appraised value of my estate shall 
exceed the sum of $50,000.0 [sic] then 
such monthly sums paid her shall be One 
Hundred and Fifty dollars, in such man- 
nr as the Executors of my estate 
determine.” 


HELD: These provisions should be 
construed as creating an annuity and 
not merely as a bequest of income. An 
annuity is defined as a periodic payment 
payable unconditionally, whereas the 
legatee of income is ordinarily depend- 
ent on the existence of income. 


WILLS — Construction — Bequests 
Suspended Until Legatee Marries 
— Definiteness of Beneficiaries 


Delaware—Court of Chancery 
Feinberg v. Feinberg, 131 A. 2d 658. 


The executor and trustee sought in- 
sructions on two questions. The first 
question was raised by a bequest of 
$1,500 to testatrix’s son “absolutely, and 
frrever, to be paid to him as soon as 
he is married.” The second involved the 
construction of the residuary provision 
of the will which established a trust and 
stated that a purpose of the trust was 
the payment of up to $500 for the bene- 
ft of the testatrix’s living relatives in 
Europe and directed that such sum be 
held available for such relatives for a 
period of three years and after that time 
any unexpended portion be distributed as 
otherwise provided. No specific provision 
was, in fact, made and the three year 
period had expired. The same item of 
the will provided that the balance of 
the trust estate be divided by the trustee 
so as to pay sums of $100 or more to 
each of six charitable uses, only one of 
which was specifically associated with a 
presently operating clearly named insti- 
tution. The will further provided: 


“The above directions for the expendi- 
ture of my trust estate are not intended 
to bind my trustee either as to the amount 
to be given or the institution or individual 
to receive the same, but having full faith 
and confidence in my said executor and 
trustee, I know that he will apply this 
money where it will do the most good. 
My said Trustee is not to be accountable 


to anyone for the manner in which he 
disposes the funds or the recipients there- 
of and I give him sole and absolute dis- 
cretion in the disbursement thereof.” 


It was contended by the specifically 
named charity that the bulk of the resi- 
duary estate should benefit the institu- 
tions and individuals either specifically 
or generally indicated. On the other 
hand, the widower contended that be- 
cause the trust was not wholly charitable 
the trustee’s power of disposition was 
so great as to render the trust invalid. 


HELD: 1. The $1,500 bequest was 
vested in interest, but the trustee is to 
hold and invest the bequest, accumulate 
the interest thereon until such time as 
testatrix’s son marries or dies, and then 
pay the bequest and its accumulated in- 
come to him or to his estate. 


2. A trust which is susceptible to be- 
ing administered as a private trust will 
fail when its beneficiaries cannot be de- 
termined within the time fixed by the 
rule against perpetuities or where the 
trust terms are so indefinite as to be 
outside the limits of adequate judicial 
supervision. However, the charitable 
beneficiaries here could be determined 
within the general limits prescribed by 
the testatrix and adequate court super- 
vision would be provided by the court’s 
consideration of the trustee’s account. 
But as to the residue after the six $100 
payments, the trust failed, but a re- 
sulting trust therein arose for the bene- 
fit of testatrix’s next of kin since testa- 
trix had shown a clear intent to create 
a trust. 


WILLs — Construction — Remainder 
Vested at Termination of Trust in 
Spite of Reference to Distribution 


Illinois—Supreme Court 
Wiener v. Severson, 111 Ill. 2d 347. 


Will established a trust to pay income 
to the testator’s widow and one of his 
sons. The trust was to terminate upon 
the death of the survivor and the son 
and distribution made to a daughter and 
another son. If either of the remainder- 
men died “during the existence” of the 
trust, his or her share was to be paid 
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per stirpes to his or her children and 
grandchildren living on the termination 
date. If either died without issue “be- 
fore the termination of this trust and 
before the distribution thereof” then the 
deceased person’s share was to be paid 
to the survivor of the remaindermen. 


Both remaindermen were living at the 
death of the survivor of the income 
beneficiaries. During the pendency of an 
accounting procedure preliminary to dis- 
tribution the daughter died and there- 
after the son moved for summary judg- 
ment declaring him sole owner of the 
trust assets. 


HELD: The motion should be denied. 
The reference to “distributidn” was in- 
terpreted as referring to the time desig- 
nated for termination of the trust on 
the grounds that (1) in thinking of a 
distant contingency the testator would 
most naturally think of the events of 
termination and distribution as concur- 
rent, and (2) conditioning a gift on 
surviving an event depending on the 
“delay or diligence” of the trustee is 
unusual and should not be inferred in 
the absence of a clear provision to that 
effect. 


WILLs — Joint & Mutual — At- 
tempted Revocation — Court Will 
Enforce After Death of One Party 


Texas—Supreme Court 
Weidner v. Crawther, 301 S.W. 2d 621. 


Husband and wife executed a joint and 
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mutual will in 1928, Article Second of 
which mutually left all of the community 
and separate property of both spouses 
to the survivor, and Article Third of 
which purported to leave all of the 
property belonging to the survivor at 
his death to three designated children. 
Husband died in 1936 and wife immedi- 
ately filed Notice of Revocation, refused 
to accept any benefits under said Will, 
and executed a will leaving all to one 
son. 


HELD: One party to a mutual will 
may not render it unenforceable after 
the death of the other party by de- 
claring a revocation thereof and de- 
clining to take benefits under it. Court 
would use its equitable powers to en- 
force the provisions of a mutual will 
which it regarded as equitable. 


NOTE: As dictum the court stated 
that it had no comment as to what the 
result would have been had the will been 
considered inequitable. The Court did not 
indicate whether the basis for its hold- 
ing was contract, estoppel, or trust. Arti- 
cle 4610 VTCS prohibits ante- or post- 
nuptial contracts between spouses, the 
effect of which is to alter the legal order 
of descent and distribution. The Texas 
Supreme Court has previously held in 
Graser v. Graser, 215 S.W. 2nd 807 
(1948), that such Article precludes en- 
forcement of the contract underlying a 
mutual will if the will is invalid. 


WILLs — Probate — Heirs May Con- 
test Will Although Prior Wills Ex- 
cluded Them 


New Mexico—Supreme Court 
In re Stern’s Will, 311 P. 2d 385. 


Protest to the probate of a will and 
codicils was filed by the appellants, an 
aunt and cousins of decedent. The will, 
with codicils, was approved. Protestants 
then appealed to the district court. After 
the matter was on file in the district 
court, protestants filed an amended pro- 
test charging that the instruments were 
procured by fraud and undue influence. 
Proponents filed a motion to dismiss the 
protest and the appeal from the order 
of the probate court. This motion, based 
on affidavits to the effect that earlier 
wills did not benefit the protestants, was 
sustained. 


HELD: Reversed. Appellants, as heirs 
of the testator, had at the moment of the 
death a vested interest in all of the 
property left by him subject to being de- 
feated by proper probate of a valid will 
otherwise disposing of this property. The 
rights of an heir to contest an alleged 
will cannot be cut off merely because 
earlier purported wills which have not 
been probated make no provision for the 
heirs. The validity of such earlier wills 
can only be properly determined by 
their probate. 


The only question before the trial 
court was whether the will offered for 
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probate was void. Whether the earlier 
wills were properly executed is a col- 
lateral matter in no way involved in 
proof of a will offered for probate. The 
weight of authority is that the existence 
of wills executed formerly but not pro- 
bated cannot serve to defeat the contest 
of a will offered for probate. Since the 
prior wills were not of any support to 
the motion to dismiss, the motion should 
have been overruled. 

Staff Digest 


LOUISIANA EDITOR BECOMES JUDGE 


John Minor Wisdom, T&E’s contrib. 
uting legal editor for Louisiana, is the 
latest in the line of our state corre. 
spondents to ascend the Bench. Judge 
Wisdom was named recently io the 
United States Court of Appeals ‘or the 
Fifth Circuit. 


He will be succeeded as Louisiana eon. 
tributing editor by his former associate, 
Paul O. H. Pigman. 
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of the corporation, future prospects and 
good will of the business, are discussed. 
The author finds somewhat disconcerting 
“the recent tendency of the courts not 
to reveal the method actually employed 
in arriving at a determination, but in- 
stead prefacing their valuation with a 
recital that all factors have been con- 
sidered.” Such a_ recital, states the 
author, increases the heavy burden borne 
by a petitioner seeking to show that the 
commissioner’s valuation was erroneous, 
and points up the need for greater uni- 
formity in methods of computing valu- 
ation of stock in a closely held corpora- 
tion. 
A & Bb 

@ George J. Giannini, younger brother 
of A. P. Giannini, founder of the Bank 
of America, left an estimated estate of 
$1,000,000, naming the bank as executor. 
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SUPPLEMENTS PUBLISHED TO 
“AMERICAN FOUNDATIONS” 







American Foundations Information 
Service (527 Madison Ave., New York 
22) is currently publishing supplements 
to the 1955 Seventh Edition of American 
Foundations and Their Fields. The sup- 
plements are issued for one state ata 
time. New York is currently available, 
with Connecticut and Pennsylvania jin 
preparation. 














The supplement for New York — 
printed in two parts — includes over 
500 foundations not in the book with 
assets totaling over $97 million and 
with grants for the latest year of record 
exceeding $13 million. The descriptions 
are similar to those in the book, giving 
name, address, state of incorporation (if 
any), financial data, purpose and fields 
of interest, and in many cases officers 
and directors. 
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What happens next may surprise you... 


You,’as an attorney, may see him out of a sense of 
duty to your client. But before many minutes pass, 
you will realize there’s something of unusual value 
in the plan the Connecticut General man brings you. 


First, this is not just a collection of ideas. It is a com- 
prehensive and closely reasoned study prepared for 
one of your clients. You'll realize and appreciate the 
hours of research behind the CG man’s evaluation 
of every asset in terms of your client’s goals in life. 


The CG man has done solid groundwork. His notes 
are related to your client’s current and future needs. 


They include recommendations for a more produc- 
tive arrangement of all the assets. It’s all there for 
your consideration. 


You may look forward to the CG man’s first visit 
with only mild curiosity. Often, however, this visit 
will prove so profitable to you as a lawyer and to 
your client, the CG man becomes a frequent and 
welcome visitor for many years to come. 
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